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To  His  Honour,  Sir  John  Stbathearn  Hendrie,  K.C.M.G., 

Lieuteimnt-Governor  of  the  Province  of  Ontario. 

May  it  Please  Your  Honour: 

I  have  the  honour  to  report  that  by  Your  Honour's  Commission  bearing  date 
the  Second  day  of  August,  1916,  I  was  directed  to  make  certain  inquiries  and  to 
report  respecting  the  insurance  laws  of  the  Province  of  Ontario,  other  than  Life 
and  Marine  Insurance.  I  have  in  Appendix  1  to  this  Eeport  set  forth  a  copy  of 
Your  Honour's  Commission,  and  having  prosecuted  the  Inquiry  which  I  was  thereby 
appointed  to  make,  I  now  beg  to  submit  my  Report. 

Assuming  as  I  did  that  the  inciting  cause  which  gave  rise  to  the  appointment 
of  this  Commission  was  some  condition  or  conditions,  real  or  supposed,  to  which 
widespread  objectioli  was  taken  by  the  insuring  public  of  Ontario,  I  caused  adver- 
tisements to  be  published  indicating  the  nature  of  the  Commission  which  had 
been  entrusted  to  me,  the  time  and  place  of  the  Sittings  which  I  proposed  to  hold, 
and  I  invited  the  public  to  lay  before  me  any  objections  or  difficulties  which  their 
experience  had  shown  to  exist. 

I  approached  the  matter  from  the  standpoint  that  there  was  public  dissatis- 
faction with  existing  conditions  and  I  sought  to  ascertain  the  nature  of  this 
dissatisfaction,  its  basis  in  fact  and  the  remedies,  if  any,  which  the  complainants 
suggested.  I  have  in  Appendix  2  to  this  Report,  set  forth  the  various  notices  and 
advertisements  which  I  issued,  not  only  to  the  public,  but  to  the  clerks  of  the 
principal  Municipalities  of  the  Province,  the  Boards  of  Trade  and  to  the  Bar 
Associations  of  Ontario.  I  have  also  set  forth  in  Appendix  2,  particulars  of  the 
various  Sittings  of  the  Commission  which  were  held  by  me  for  the  purpose  of 
receiving  testimony. 

From  the  commencement  no  great  public  interest  was  taken  in  the  inquiry. 
This  was  a  matter  of  surprise  to  me,  seeing  that  insurance,  by  its  very  nature, 
either  directly  or  indirectly,  affects  the  economic  well-being  of  every  individual 
in  the  Province. 

Most  valuable  assistance  (particularly  in  connection  with  the  question  of  fire 
prevention)  was  received  by  me  from  the  Conservation  Commission  of  Canada. 
I  also  received  valuable  aid  from  the  Canadian  Manufacturers'  Association  in 
the  discussion  of  certain  matters  more  particularly  affecting  the  members  of  that 
body.  I  was  attended  throughout  all  the  Sittings  by  the  representatives  of  the 
Insurance  Companies,  and  of  the  Canadian  Fire  Underwriters'  Association,  and 
I  acknowledge  with  pleasure  the  cordial  co-operation  freely  given  by  them,  and  beg 
to  say  they  afforded  me  such  information  as  I  requested,  and  appeared  to  me  to 
be  frank  in  their  discussions  and  explanations  of  the  various  questions  taken  up 
by  the  Commission. 

I  held  a  special  session  for  the  purpose  of  taking  testimony  on  the  question  of 
commissions  to  agents  and  on  that  occasion  very  real  interest  was  manifested  by 
a  large  number  of  insurance  agents  from  all  over  the  Province.  Certain  municipal 
authorities  also  appeared  before  me  and  made  important  representations  recording 
their  dissatisfaction  with  the  Key  Rates  fixed  by  the  Canadian  Fire  Underwriter^ 
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Association  for  their  particular  territory.  Apart,  however,  from  persons  who  were 
thus  directly  and  financially  interested,  the  general  body  of  insurers  of  the  Province 
appeared  to  be  apathetic  with  respect  to  the  qiiestions  under  consideration. 

Fire  Insurance  Generally." 

The  business  of  fire  insurance  is  at  present  carried  on  in  the  Province  of 
Ontario  by  76  Joint-Stock  Companies  operating  under  Dominion  License  (Canadian 
19,  British  29,  United  States  and  others,  28),  and  81  Companies  operating /under 
Ontario  Registration,  (two  Joint-Stock),  9  Cash  Mutual  and  70  purely  Mutual 
Companies).  Property  within  the  Province  to  the  value  of  approximately  $1,700,- 
000,000.00  is  insured  with  these  Companies,  and  in  addition  insurance  to  the 
amount  of  $137,000,000.00  is  placed  with  foreign  unlicensed  organizations.  The 
premium  income  of  all  licensed  companies  for  the  year  1917,  in  round  figures, 
amounted  to  $13,500,000.00  and  losses  upon  property  insured  with  these  Companies 
to  $8,500,000.00.  Figures  are  not  available  showing  the  amount  of  premiums  paid 
to  foreign  unlicensed  organizations,  but  the  losses  paid  within  the  Province  by 
such  companies  amountotl  to  $571,000.  Summarizing  the  foregoing  statement 
it  appears  that  in  19^  insurance  to  the  extent  of  $1,837,000,000.00  was  carried 
on  property  in  Ontario;  that  about  $14,000,000.00,  or  $5.60  per  capita,  was  paid 
to  the  insurance  companies  by  the  people  of  the  Province,  and  that  just  over 
$9,000,000.00,  or  $3.60  per  capata,  was  returned  to  the  public  by  the  companies 
for  losses  incurred.     (*). 

Before  entering  upon  a  discussion  of  the  practical  questions  to  which  attention 
was  directed  in  the  evidence,  it  will  be  desirable  for  me  to  refer  very  briefly  to 
certain  suggestions  of  a  somewhat  theoretical  nature  which  were  made  during  the 
course  of  my  investigations,  for  the  purpose  of  clearing  the  ground  and  arriving 
at  the  heart  of  that  which  has  to  be  consideriHl. 

It  has  been  suggested  that  it  would  be  in  the  general  interests  of  the  community 
if  insurance  were  abolished,  or  at  least  discouraged.  There  can  be  no  doubt  that 
if  all  insurance  on  property  were  abolished  and  every  man  in  Ontario  were  left 
to  bear  his  own  losses,  the  economic  waste  resulting  from  fire  would  be  greatly 
lessened.  At  lca.-t  $5,()00,<i0(t.00  per  annum  or  the  difi'ercnce  between  the  amount 
of  premiums  paid  to  the  Insurance  Companies  and  the  amount  returned  to  the 
public  for  losses,  would  be  directly  saved,  and  there  is  little  doubt  that  carelessness, 
which  is  so  largely  responsible  for  our  deplorable  fire  loss,  would  be  considerably 
checked.  Furthermore,  with  a  decline  in  the  number  of  fires,  the  expenditure 
upon  fire  protection,  both  public  and  private,  might  be  greatly  decreased.  It  has 
been  suggested  to  me  that  the  sum  of  these  savings  might  well  total  $10,000,000.00 
per  annum.  But  insurance  cannot  be  abolished.  Our  whole  system  of  finance  and 
business  is  based  on  a  system  of  credit  of  which  insurance  is  the  foundation. 
Without  insurance  it  would  be  impossible  to  get  a  loan  on  a  cargo  of  wheat  or  to 
mortgage  a  house  or  for  a  retailer  to  buy  on  time  a  bill  of  goods  from  a  wholesale 
merchant.  Insurance  is  therefore  a  permanent  condition  with  which  we  have  to 
deal  and  its  abolition  is  a  mere  theory. 

Again  it  has  been  suggested  that  direct  insurance  should  be  provided  by  the 
State  on  all  insurable  property ;  that  it  should  be  made  compulsory  on  every  owner 
under  uniform  conditions  and  that  the  premium  should  be  collected  with  other 
taxes.    This  would  immediately  do  away  with  the  expense  of  solicitation  amounting 


*  Per  capita  figures  based  upon  population  in  Ontario  of  2^00,000. 
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under  the  present  system  to  nearly  one-fourth  of  the  money  paid  by  the  insured, 
and  in  some  instances  to  40  per  cent,  or  even  more.  It  would  immediately  reduce 
the  overhead  expenses  by  consolidating  the  business  now  done  in  Ontario  by  more 
than  one  hundred  and  fifty  companies  into  one  central  organization.  Rating  could 
be  carried  on  in  connection  with  the  valuation  and  assessment  of  property  for  the 
purpose  of  taxation.  The  premiums  cpuld  be  levied  in  connection  with  the 
apportionment  and  levying  of  taxes,  with  very  little  additional  expense.  By 
including  such  premiums  in  the  taxes  there  would  practically  be  no  expense  for 
the  collection  of  the  premiums.  The  adjustment  and  settlement  of  losses  could 
be  combined  with  the  investigation  now  made  into  fires  by  the  Fire  Marshall 
for  the  purpose  of  fire  prevention.  Such  investigation  being  made  but  once  for 
one  central  organization  in  the  place  of  being  made  by  or  on  behalf  of  a  number 
of  companies  in  the  case  of  nearly  every  loss,  there  would  be  a  considerable  saving 
in  the  adjustment  and  payment  of  losses.  By  making  the  insurance  compulsory, 
according  to  uniform  rules,  it  could  be  assured  that  every  person  would  bear  his 
fair  share  of  the  burden  according  to  the  amount  involved  and  the  nature  of  the 
hazard,  and  the  business  could  be  so  conducted  as  to  encourage  all  proper  means 
of  fire  prevention. 

Great  as  are  these  advantages,  I  am  clearly  of  opinion  that  government  insur- 
ance of  property  is  neither  desirable  nor  practicable  in  Ontario  at  the  present  time. 
In  the  first  place  it  would  involve  a  re-inspection  by  experts  of  all  risks  in  the 
Province,  for  the  purpose  of  determining  the  rate  of  premium  which  each  risk  ought 
equitably  to  bear.  This  would  be  an  enormous  preliminary  task  and  would  involve 
the  establishment  by  the  Province  of  a  huge  Insurance  Department  conducted  by 
managers  of  great  experience  and  high  ability.  Such  men  could  be  obtained  only 
from  the  staffs  of  the  insurance  companies  now  doing  business  and  only  by 
offering  them  such  remuneration  as  would  warrant  them  in  resigning  from 
their  present  service.  In  the  second  place,  it  is  generally  agreed  that  at  the  present 
time  no  adequate  data  are  available  from  which  there  can  be  deduced  such  a 
scientific  system  of  rating  as  will  perfectly  adapt  itself  to  the  infinite  variety  of 
risks,  to  the  uncertain  hazard  of  conflagration,  and  to  the  moral  hazard.  The 
fixing  a  rate  is  still,  notwithstanding  all  the  experience  of  the  past,  somewhat 
of  guess-work,  assisted  by  the  practical  sagacity  of  the  experienced  underwriter. 
Lastly,  such  a  course  would  not  merely  destroy  the  present  insurance  business, 
but  would  in  many  ways  dislocate  business  in  general.  In  my  opinion  the  public 
is  not  ready  and  would  not  be  willing  to  adopt  such  changes  in  their  mode  of  doing 
business  as  would  be  necessary  if  this  method  of  insurance  were  adopted.  These 
inherent  difficulties  exist  quite  apart  from  the  practical  objections  which  might 
arise  in  the  conduct  of  such  a  system  owing  to  abuse  in  the  direction  of  political 
or  personal  favouritism,  or  animosity,  by  Government  Inspectors  entrusted  with 
the  duty  of  reporting  on  risks,  and  adjusting  losses. 

Taken  together,  these  objections  are  such,  that  while  State  insurance  is  possible, 
and  would  possess  certain  advantages  as  above  indicated,  yet  the  defects  in  the 
present  system  as  they  have  come  to  my  notice,  do  not  at  the  present  time  neces- 
sitate or  encourage  any  such  drastic  action  as  the  establishment  of  Government 
insurance.  * 

I  pause  here  to  add  that  the  reasons  just  stated  equally  apply  to  render  it 
undesirable  in  my  opinion  that  the  Department  of  Insurance  should,  at  the  present 


*  For  a  broader  and  more  elaborate  discussion  of  this  question,  I  refer  to  Gephart 
on  "  Insurance  and  the  State,"  at  p.  101. 
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time,  establish  and  organize  a  Eating  Bureau,  and  assume  the  duty  in  Ontario 
of  fixing  the  rates  of  premium  to  be  paid  in  this  Province.  The  fixing  of  Insurance 
rates  by  the  Province  differs  from  Governmental  control  of  freight  and  passenger 
rates  in  one  important  particular.  Common  carriers  are  bound  by  law  to  carry 
freight  and  passengers  at  the  rates  prescribed,  but  in  the  case  of  insurance,  when- 
ever a  risk  is  offered  there  arises  the  question  of  the  moral  risk,  coupled  with 
the  right  of  the  Insurance  Companies  to  refuse  the  risk.  It  seems  plain  that  if 
the  Province  is  to  undertake  to  fix  rates  it  must  also,  to  avoid  discrimination, 
rate-wars  and  resulting  evils,  insist  that  these  rates  be  collected  in  practice,  and 
tliat  the  Companies  do  not  on  the  one  hand  cut  under  nor  on  the  other  exceed 
the  fixed  rate.  But  the  Companies  may  refuse  to  insure  at  the  rate  fixed,  and  the 
somewhat  anomalous  condition  is  then  created  of  the  Province  saying  to  the 
insured  that  insurance  can  only  be  effected  at  a  special  rate,  without  assuring 
to  him  that  there  will  be  any  means  or  agency  for  effecting  the  insurance.  If  the 
Province,  to  fill  this  gap,  should  undertake  to  administer  an  Insurance  Fund  for 
private  property,  in  competition  with  other  insurers,  it  is  not  probable  that  the 
experiment  would  be  satisfactory.  The  inevitable  result  of  such  an  attempt  might 
well  be  to  load  up  tlie  Provincial  Fund  with  the  unsatisfactory  risks  remaining  after 
private  Companies  had  selected  those  which  offered  any  fair  chance  of  profit. 

This  question  of  rating  by  the  Government  hacs  been  considered  and  reported 
upon  by  numerous  American  Commissions  similar  to  the  present.  In  the  following 
States  the  conclusion  of  the  Legislature  on  the  question  of  State-made  Eates  has 
been  in  the  negative :  New  York,  Massachusetts,  Pennsylvania,  Wisconsin,  Michigan, 
Illinois,  Xew  Jersey  and  Ohio.  For  the  reasons  stated  by  the  American  Com- 
missioners in  their  Eeports,  as  well  as  for  the  reasons  which  I  have  now  mentioned 
I  am  clearly  of  opinion  that  a  Government  Eating  Bureau  ought  not  at  this  time 
to  be  established  in  Ontario. 

"We  thus  reach  the  conclusion  that,  for  many  years  to  come,  insurance  in 
Ontario  seems  likely  to  be  done  by  Insurance  Companies  substantially  on  the 
lines  at  present  obtaining,  and  it  therefore  becomes  necessary  to  consider  how  the 
business  is  now  being  carried  on,  what  difficulties  and  objections  have  been  experi- 
enced, whether  there  is  a  combination  among  the  Insurance  Companies  to  fix  and 
maintain  rates,  whether  rates  are  exorbitant,  Avhether  effective  competition  exists,  and 
how  the  Government  can  best  exercise  control  and  supervision  with  the  object  of 
providing  insurance  of  an  adequate  and  satisfactory  character  at  a  lessened  cost 
to  the  public. 

The  methods  under  which  the  Fire  Insurance  business  of  Ontario  has  been, 
and  is  being  carried  on,  are  set  forth  in  the  recent  report  of  the  Fire  Marshall, 
Mr.  E.  P,  Heaton,  filed  before  me  as  part  of  his  testimony  when  called  by  me 
as  a  witness.  His  report  contains  so  succinct  a  statement  of  many  of  the  salient 
facts  essential  to  this  enquiry,  that  I  attach  it  hereto  as  Appendix  No.  3.  Certain 
observations  and  conclusions  made  by  Mr.  Heaton  were  fully  controverted  and 
explained  by  the  representatives  of  the  Insurance  Companies  as  appears  in  the 
evidence,  but  I  do  not  find  it  necessary  for  the  purpose  of  this  Eeport  to  further 
discuss  these  differences.  The  facts  which  are  essential  to  be  here  considered  were 
not  substantially  in  controversy  before  me  and  may  be  stated  as  follows: — 

Fire  insurance  rates  in  Ontario  are  largely  in  the  control  of  The  Canadian 
Fire  Underwriters'  Association,  as  appears  from  the  tables  set  out  in  Appendix 
No.  4. 
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From  these  tables  it  appears  that  in  1917  seventy-seven  per  cent,  of  the  pre- 
mium income  collected  in  Ontario  was  received  by  those  Insurance  Companies 
who  are  members  of  The  Canadian  Fire  Underwriters'  Association,  otherwise 
known  as  TariflE  Companies,  and  23  per  cent,  by  Non-Tariff  Companies.  *  It  also 
appears  from  Appendix  No.  4  that  on  the  basis  of  property  values  insured,  only 
62  per  cent,  is  carried  by  Companies  afl&liated  with  the  Canadian  Fire  Under- 
writers' Association,  that  is  by  the  Tariff  or  Board  Companies,  and  38  per  cent, 
is  carried  either  by  the  Licensed  Companies  who  are  not  affiliated  with  the  C.F.U.A., 
or  by  unlicensed  Companies.  The  differences  in  percentages  indicated  by  these 
two  sets  of  figures  arises  from  the  fact  that  the  average  rate  on  farm  property 
insured  with  the  Farm  Mutuals  is  much  lower  per  $100  insured  than  the  average 
rate  on  the  general  business  of  the  Tariff  or  Board  Companies,  and  in  addition  the 
statement  does  not  include  the  premium  income  of  the  Unlicensed  Insurance 
Companies,  as  this  is  not  known. 

The  objects  of  The  Canadian  Fire  Underwriters'  Association  are  stated  in  their 
Constitution  and  By-laws,  Article  3,  as  follows : — 

"  The  objects  of  the  Association  are  the  fixing  of  equitable  rates  of  fire  in- 
surance, the  establishment  and  maintenance  of  departments  for  the  inspection  of 
mercantile,  manufacturing  and  other  risks,  municipal  waterworks,  fire  appliances, 
electrical,  and  other  fire  hazards,  and  for  the  making  or  obtaining  of  plans  and 
generally  to  do  any  work  in  connection  with  fire  insurance  tending  towards  the 
reduction  of  the  fire  waste  of  the  country  and  to  the  promotion  of  the  interests  of 
the  Members  of  the  Association." 

But  as  the  facts  appeared  before  me  I  would  say  that  the  primary  objects  of 
the  Association  are  to  make  and  to  maintain  insurance  rates. 

Incidentally  the  system  of  Schedule  rating  tends  to  the  reduction  of  the  fire 
waste  of  the  country  and  the  governing  body  of  the  Association  have  as  individuals 
probably  become  more  deeply  interested  in  the  reduction  of  fire  waste  in  the 
Province  than  any  person  outside  the  Fire  Marshal's  office. 

The  method  of  operation  of  The  Canadian  Fire  Underwriters'  Association 
may  briefly  be  described  as  follows : 

Before  any  property  can  be  insured  in  a  Tariff  or  a  Board  Company,  the 
rate  of  premium  to  be  paid  must  be  ascertained.  In  the  case  of  any  Company 
which  is  a  member  of  The  Canadian  Fire  Underwriters'  Association,  application 
is  made  to  that  Association  to  inspect  the  property  and  to  name  the  rate  at  which 
it  ought  to  be  insured. f  This  inspection  is  necessarily  done  by  skilled  inspectors, 
whose  report  is  made  in  writing  to  the  Association,  whereupon  the  Rating  Officer 
acting  on  the  inspector's  report,  applies  the  Schedule  of  Rating,  starting  with  a 
fundamental  charge  and  adding  specified  amounts  for  deficiencies  from  standard 
requirements,  or  allowing  deductions  in  the  rate  for  improvements,  as  the  case 
may  be,  until  the  final  rate  is  determined.  The  final  result  of  the  additions  and 
subtractions  gives  'the  rate  at  which  the  property  will  be  insured.  This  rate  is 
binding  on  all  Companies  that  are  members  of  The  Canadian  Fire  Underwriters' 
Association,  and  no  member  of  that  Association  is  at  liberty  to  insure  the  property 
at  any  less  rate. 

The  total  expense  in  1917  of  The  Canadian  Fire  Underwriters'  Association 

♦  These*  figures  are  exclusive  of  the  premiums  paid  to  Unlicensed  Companies  (New 
England  Mutuals,  Reciprocals,  etc.). 

t  This  is  not  required  in  the  case  of  dwellings  and  certain  other  risks  which  are 
written  for  a  period  of  three  years  at  a  flat  rate. 
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in  connection  with  the  work  which  they  thus  perform,  was,  according  to  the  Report 
for  1917,  $214,399.00,  which  fund,  with  the  exception  of  $15,717  derived  from 
other  sources  was  provided  by  contributions  from  the  various  Insurance  Companies 
who  are  members,  in  proportion  to  the  amount  of  insurance  written  by  them 
respectively.  Of  this  sum  Four  Dollars  and  Eighty-two  one  hundredths  cents  per 
$100.00  of  premium,  was  expended  in  connection  with  the  rating  and  inspection 
of  Sprinklered  risks,  and  eighty-six  and  six  tenths  cents  per  hundred  dollars  of 
premium,  in  connection  with  the  other  ordinary  risks. 

1  find  that  The  Canadian  Fire  Underwriters'  Association  do  not  only  make 
rates  in  the  manner  above  indicated,  but  that  they  also  compel  their  members  to 
abide  by  the  rates  so  fixed,  as  appears  very  clearly  from  the  Minutes  of  their 
Annual  Proceedings.  For  example,  in  the  Minutes  of  the  last  Meeting  of  the 
Association  there  is  a  list  of  cancellations  and  corrections  of  existing  insurance 
contracts  ordered  by  the  Association  against  its  members,  numbering  in  all  about 
250,  for  the  preceeding  period  of  six  months  (see  pages  31  to  34  of  the  Report), 
and  adequate  means  are  adopted  for  the  enforcement  of  these  orders. 

The  Xon-Tariff  Companies  operating  in  Ontario  do  not,  according  to  the 
testimony  given  before  me,  maintain  any  Rating  Bureau,  or  work  out  rates  for 
themselves;  usually  it  is  said,  they  learn  the  rating  established  for  the  risk  by  the 
Canadian  Fire  Underwriters'  Association  and  then  offer  to  write  the  policy  at 
such  less  premium  as  appears  to  them  to  be  safe  and  profitable.  They  thus  get 
the  benefit  of  the  rate  which  has  been  worked  out  by  the  Canadian  Fire  Under- 
writers' Association  without  contributing  to  any  of  the  expenses  of  that  organi- 
zation, and  it  is  this  procedure  which  is  characterized  by  Mr.  Heaton  in  his  report 
as  "  piratical." 

It  may  be  a  proper  question  for  consideration  whether  the  Legislature  should 
interfere  with  this  inequitable  practice,  '  At  present  the  Tariff  Companies  appear 
to  view  the  situation  with  considerable  equanimity,  and  for  this  reason  and  because 
it  is  undesirable  lightly  to  interfere  with  competition,  I  am  making  no  specific 
recommendation  in  respect  to  it. 

It  thus  appears  that  the  only  organization  by  which  at  the  present  time  fire 
rates  are  actually  established  in  Ontario,  is  the  Canadian  Fire  Underwriters' 
Association,  and  it  is  claimed  by  the  officers  of  that  Association  (and  I  have  no 
reason  to  doubt  the  correctness  of  their  statements)  that  every  effort  is  made  by 
them  to  prevent  discrimination  in  rates ;  and  they  point  out  what  is  obvious,  viz., 
that  their  organization  being  voluntary,  it  is  essential,  as  between  their  own 
members,  that  on  the  same  property  the  same  rate  should  be  given  to  one  Company 
as  to  another,  otherwise  the  Company  discriminated  against  would  at  once  with- 
draw from  the  Association.  In  practice  the  rates  are  actually  fixed  by  the  ruling 
of  the  Chief  Rating  Officer  of  the  Association,  and  as  appears  by  Section  No.  11 
of  the  By-Laws  of  the  Association,  his  ruling  can  only  be  altered  or  amended  by 
a  two-thirds  vote,  at  the  general  meeting  of  the  Association.*  .Representatives  of 
the  Association  also  pointed  out  that  the  same  rules  are  applied  uniformly  through- 
out the  Province  under  their  system  of  Schedule  Rating,  so  that  different  localities 
are  treated  under  exactly  the  same  system  of  estimation,  and  uniform  results  are, 

*  Section  11.  Should  any  Company  take  exception  to  the  correctness  of  any  rating 
issued  by  the  Secretaries,  the  matter  shall  be  dealt  with  at  the  next  meeting  of  the 
Association  and  the  rate  shall  be  maintained  unless  amended  by  a  two-thirds  vote  of 
the  members  present,  but  the  rating  as  promulgated  by  the  Secretaries  shall  remain  in 
force  and  must  be  complied  with  until  any  amended  rate  that  may  be  made  shall  be 
promulgated  on  the  usual  rating  slip. 
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as  far  as  possible,  achieved.  By  this  it  is  meant,  for  example,  that  the  same 
addition  to  the  rate  is  made  for  a  defective  condition  in  North  Bay  as  would  be 
made  in  Toronto,  and  so  through  the  whole  list  of  debits  and  credits.  In  this 
respect  the  situation  in  Ontario  differs  from  that  which  formerly  existed  in  New 
York  and  Michigan,  where  prior  to  recent  legislation,  local  discrimination,  in 
rates  was  widely  prevalent.  It  is,  in  the  nature  of  things,  impossible  to  provide 
absolutely  and  mathematically  against  human  deficiencies;  different  inspectors  are 
employed,  and,  naturally,  form  different  judgments  on  similar  facts;  sometimes 
they  may  fail  to  observe  some  defect  with  which  the  rate  should  be  debited,  or 
some  credit  that  ought  to  be  given.  Differences  also  arise  between  the  Association 
and  Municipal  authorities  as  to  the  Key  Rate  which  ought  to  be  established  in 
different  places;  controversies  in  such  cases  arising  from  differences  of  opinion 
between  the  local  Municipal  authorities  and  the  Fire  Underwriters'  Association, 
with  respect  to  the  adequacy  of  the  water  supply,  or  of  the  mains,  or  of  other 
fire-fighting  appliances  with  which  the  particular  town  or  cit}^  is  equipped.  Actual 
instances  of  this  kind  of  dispute  were  brought  before  me  in  evidence  on  the  part 
of  the  City  of  London,  the  Town  of  Cobalt,  and  the  Town  of  Simcoe.*  Differences 
have  also  existed  in  other  places  at  various  times.  Strong  objection  was  at  one 
time  taken  in  the  City  of  Ottawa  to  the  increased  charges  which  were  imposed 
for  a  short  time  because  of  inadequate  Municipal  protection. 

It  was  also  suggested  to  me  in  the  course  of  my  inquiry,  that  discrimination 
exists  in  the  rates  charged  to  different  classes  of  insurers,  and  particularly  that 
the  rates  on  dwellings  are  excessive  and  inequitable  in  comparison  with  mercantile 
and  manufacturing  risks. 

1  understand  from  the  evidence  of  the  Insurance  Companies  given  before  me, 
that  no  such  accounts  are  kept  in  their  books  as  enables  them  effectively  to  compare 
the  profits  and  losses  in  Ontario  on  different  classes  of  business,  so  that  no  positive 
answer  could  be  made  to  this  inquiry,  but  from  the  competition  that  exists  for 
what  are  known  as  preferred  risks  (which  includes  dwellings)  and  from  the  high 
rate  of  commission  paid  to  agents  for  these  preferred  risks,  as  well  as  from  the 
fact  that  the  average  insurer  of  a  dwelling  does  not  scrutinize  carefully  the  premium 
paid,  while  the  rate  paid  on  large  manufacturing  and  mercantile  risks  is  carefully 
bargained  over  by  experienced  business  men — I  am  satisfied  that  the  rates  at 
present  paid  on  dwellings  are,  relatively  to  the  fire  hazard,  higher  than  the  rates 
paid  on  business  property.  In  other  words,  that,  as  between  manufacturing  and 
mercantile  risks  on  the  one  hand,  and  dwellings  on  the  other,  there  is  discrimination 
in  favour  of  the  former,  and  greater  profits  in  the  latter. 

This  is  not  demonstrated,  but  it  gives  ground  for  a  recommendation  that 
Companies  be  hereafter  compelled  to  keep  their  accounts  and  make  their  returns  in 
such  a  manner  as  the  Superintendent  may  direct,  with  the  view  of  showing  the 
profits  or  losses  not  only  on  the  whole  of  the  business  done  in  Ontario,  but  also  so  as 
to  separate  the  profits  made  on  the  various  classes  of  risk.  The  classification  ought 
not  to  be  so  elaborate  as  to  prove  unduly  burdensome  to  the  Companies. 

This  subject  has  been  dealt  with  by  the  Insurance  Superintendents  of  some 
of  the  more  conservative  American  States.  The  Superintendent  of  Connecticut 
in  his  Report  in  1914  dealing  with  this  subject,  says: 

"  Companies  have  been  forced  by  circumstances  to  combine  for  the  pur- 
pose of  maintaining  rates.     The  insured  think  that  these  rates  are  too  high. 

♦See  Evidence  as  follows:    London,  Vol.  Ill,  page  780;   Cobalt,  Vol.  IV,  page  1294; 
Simcoe,  Exhibit  No.  13. 

2  I.e. 


10  EEPOET  OF  THE  No.  56 

If  the  companies  insist  that  their  classification  of  risks  is  of  no  value,  or 
if  of  value,  is  so  only  to  themselves,  and  refuse  to  publish  and  make  accessible 
their  classification,  and  that  such  a  classification  cannot  be  used  as  a  basis 
of  rates,  the  people  are  not  going  to  be  satisfied  until  the  Companies  prove 
to  them  that  such  is  the  case.  The  Companies  can  do  this  by  taking  the 
public  into  their  confidence  and  showing  them  that  such  a  classification  of 
fire  risks  would  not  tend  to  reduce  the  rates  and  benefit  the  insured.  Unless 
some  such  action  as  this  is  taken  by  the  Companies  voluntarily,  the  State, 
in  its  organized  capacity,  will  step  in  and  demand  a  classification  of  risks 
and  if  found  to  be  justly  necessary,  a  supervision  and  regulation  of  rates." 

And  the  Superintendent  of  Massachusetts  in  his  Eeport,  says : 

''  The  need  of  this  classified  experience  is  seen  also  in  those  States  where 
they  have  become  restive  over  rates  but  do  not  care  to  go  so  far  as  to  enact 
laws  providing  for  State  ratemaking.  It  is  felt  that  there  ought  to  be  some 
record  by  which  the  rates  the  companies  are  charging  can  be  measured  to 
determine  whether  the  public  is  being  properly  treated  or  not.  The  annual 
statements  of  the  companies  are  not  adapted  to  this  purpose.  They  show 
the  premium  income  and  the  other  gains  of  a  company  and  its  losses  and 
expenses,  but  these  figures  give  no  clue  as  to  the  reasonableness  of  a  rate 
charged  for  any  particular  classification.  It  is  not  enough  to  know  from 
the  annual  statement  that  a  company  is  solvent ;  there  must  be  evidence 
somewhere  that  it  is  fair  in  its  charges." 

Another  complaint  against  the  Canadian  Fire  Underwriters'  Association  is 
that  in  certain  instances  it  declined  to  issue  or  name  a  rate  on  the  grolind  that 
the  form  of  policy  asked  for  was  not  approved  by  it,  and  has  thus  prevented  any 
member  of  that  Association  from  insuring  a  risk  under  that  particular  form, 
though  the  individual  Company  might  be  willing  to  do  so.  An  instance  of  this 
was  detailed  before  me  by  Mr.  Irish,  of  the  firm  of  Irish  &  Maulson,  and  the 
reasons  for  the  action  of  the  Association  appear  in  the  evidence,  as  stated  by  Mr. 
Robertson,  the  Secretary  of  the  Canadian  Fire  Underwriters'  Association. 

I  find  that  the  idea  is  prevalent  with  many  insurers  of  the  Province  that  the 
actions  of  the  Canadian  Fire  Underwriters'  Association  are  arbitrary  and  auto- 
cratic, but  my  view  is  that  the  character  of  the  work  necessitates  definite  and 
precise  rulings,  and  that  these  rulings  not  unnaturally  appear  to  those  seeking 
insurance  arbitrary  and  autocratic.  My  opinion  is  that  if  any  complaint  is  war- 
ranted on  this  footing,  it  is  that  sufficient  pains  have  not  always  been  taken  to 
make  it  evident  to  the  insured  that  their  representations  have  had  full  and  fair 
consideration*.  I  am  of  opinion,  however,  that  the  Association  is,  at  the  present 
time,  realizing  more  fully  its  position  as  being,  to  a  large  extent,  that  of  a  public 
service  body,  and  is  more  fully  appreciating  the  desirability  and  necessity  of 
justifying  to  the  insuring  public  the  rates  which  it  prescribes. 

The  evidence  adduced  before  me  leads  me  to  the  conclusion  that  the  control 
exercised  by  the  combination  known  as  The  Canadian  Fire  Underwriters'  Asso- 
ciation is  influenced  and  in  some  degree  modified  by  the  competition  afforded  by 
Insurers  who  are  not  members  of  the  combine.  This  organization  consists  mainly 
of  three  different  classes  of  insurance  organizations.  First:  the  ordinary  Joint 
Stock  Insurance  Companies  that  have  not  joined  the  Canadian  Fire  Underwriters' 

•Supplementing  the  evidence  of  "W.  B.  Tyndall,  p.  405;  George  F.  Benson,  p.  688, 
and  Chas.  0.  Shaw,  p.  722,  to  the  like  effect,  see  Exhibit  No.  14. 
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Association,  and  are  known  as  the  Non-Tariff  Companies.  These  Companies  are 
licensed  and  are  subject  to  the  laws  of  the  Province  in  all  respects.  Some  of  them 
are  quite  strong.  Their  names  appear  in  Appendix  No.  4.  These  are  the  Companies 
that  are  characterized  by  Mr.  Heaton  in  his  report  as  "  piratical." 

The  second  class  of  competition  that  exists  consists  of  Farmers'  Mutuals  and 
other  Domestic  Mutuals.  No  large  amount  of  evidence  was  adduced  before  me 
with  respect  to  thi^  class,  but  I  find  that  there  are  a  substantial  number  of  them; 
that  they  are  as  a  rule  successful.  They  appear  to  do  good  work  in  giving  insurance 
at  the  minimum  of  cost,  and  are  particularly  valuable  in  the  country  parts  in  cover- 
ing farm  risks,  owing  to  tlie  fact  that  they  are  managed  with  little  expense  and  that 
the  neighbours  who  are  members  of  the  Mutual  organization  all  know  exactly 
whom  they  are  insuring,  so  that  frauds  and  over-insurance  are  unlikely  to  happen. 
In  my  opinion  these  Farmers'  Mutuals  are  to  be  encouraged,  and  ought  to  be 
locally  developed  as  far  as  possible. 

The  third  class  of  competition  consists  of  Unlicensed  Foreign  Companies, 
including  Foreign  Mutuals,  Reciprocals  and  Lloyds.  This  is  for  the  most  part 
insurance  which  the  insured  himself  procures  directly,  or  through  his  brokers, 
in  the  United  States,  Great  Britain,  or  other  foreign  parts.  It  largely  consists 
of  carefully  selected  risks,  and  is,  in  the  majority  of  cases,  insurance  covering 
manufacturing  plants.  The  New  England  Mutuals  insure  none  but  sprinklered 
risks,  and  one  feature  of  their  work  is  the  very  special  and  valuable  inspection 
which  they  continuo^^s]y  make  of  the  properties  insured.  They  have  undoubtedly 
been  very  successful,  and  their  action  in  Ontario  has  resulted  in  great  reductions 
in  the  cost  of  insurance  on  sprinklered  risks. 

Except  in  regard  to  sprinklered  risks  it  does  not  clearly  appear  just  how 
potent  the  influence  of  this  competition  has  been.  The  fact  that  the  members  of 
The  Canadian  Fire  Underwriters'  Association  view  this  whole  competition  with 
some  degree  of  complacency,  and  the  fact  that  many  of  the  Licensed  Non-Tariff 
Companies  are  comparatively  small  in  size,  and  are  able  to  take  only  a  limited 
amount  of  any  particular  risk,  and  the  comparatively  small  percentage  of  the  total 
insurance  written  by  all  these  Companies  together,  might  lead  one  to  the  conclusion 
that  in  respect  to  unsprinklered  risks  the  competition  was  negligible.  On  the 
other  hand,  as  pointed  out  by  some  of  the  witnesses,  the  value  of  this  competition 
in  reducing  rates  is  not  to  be  measured  solely  by  the  amount  of  insurance  written 
by  the  Non-Tariff  Companies,  but,  on  the  contrary,  operates  effectively  for  re- 
duction, even  though  its  total  volume  is  comparatively  small.  My  conclusion  is 
that  the  Non-Tariff  Companies  do  yield  appreciable  competition,  and  that  com- 
petition ought  to  be  encouraged  as  a  natural  and  proper  method  of  reducing 
premiums,  and  that  great  care  should  be  exercised  in  passing  any  legislation  tending 
to  lessen  competition. 

I  thus  conclude  that  there  exists  i  in  Ontario  a  combination  of  the  principal 
Insurance  Companies  who  largely  control' the  rates  of  fire  insurance,  and  that  large 
lines  of  fire  insurance  can  be  secured  only  at  the  rates  prescribed  by  that  com- 
bination. 

The  question  that  next  arises  is  whether  a  combination  such  as  The  Canadian 
Fire  Underwriters'  Association  is  inimical  to  the  public  interest,  and  if  so,  in  what 
direction  or  directions.  It  should  be  pointed  out  that  a  combine  of  insurance 
interests  differs  from  a  combine  of  grocers  or  manufacturers  in  certain  important 
respects.  In  ordinary  trade  and  commerce  the  selling  price  of  all  marketable 
commodities  is  based  upon  known  factors,  viz.,  the  cost  of  production,  and  the  cost 
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of  distribution.  The  actual  cost  of  insurance,  on  the  contrary,  cannot  be  determined 
until  the  lapse  of  the  contract,  and  may  be  either  a  total  gain  or  a  total  loss.  Past 
experience  affords  the  only  guide  as  to  what  rates  should,  be  charged.  The  experience 
of  one  Company  or  of  many  Companies  in  a  limited  field,  or  over  a  short  period 
of  time,  would  obviously  not  give  a  sound  basis  on  which  to  predicate  rates.  The 
only  method  by  which  there  can  be  an  even  approximately  equitable  distribution 
of  insurance  cost  is  by  combining  the  experience  of  many  companies  over  a  wide 
territory,  and  over  a  period  of  years. 

Again,  it  is  obvious  that  the  determination  of  proper  rates  would  be  valueless, 
unless  steps  could  be  taken  to  maintain  them.  It  is  a  matter  of  experience  that 
unrestricted  conij)etition  between  insurance  companies  has  inevitably  led  to  rate- 
cutting,  and  eventually  to  the  failure  or  absorption  of  the  weaker  companies  in 
the  field.  On  the  surface  open  competition  may  for  a  time  appear  to  be  in  the 
public  interest  by  reducing  the  insurance  cost,  but  even  this  is  a  doubtful  benefit, 
owing  to  the  discrimination  in  favour  of  large  and  influential  insurers,  which  may, 
and  undoubtedly  does,  prevail  under  such  conditions.  Under  the  system  of  Schedule 
rating  where  rates  ore  properly  maintained  and  enforced,  discrimination  cannot 
exist.  The  few  instances  brought  to  my  attention  during  the  course  of  this  inquiry, 
were  fully  dealt  with  by  The  Canadian  Fire  Underwriters'  Association,  and  appeared 
to  me  to  be  capable  of  reasonable  explanation. 

Whatever  justification,  however,  there  may  be  for  a  combination  "of  insurance 
companies  to  maintain  rates,  there  is  undoubtedly  the  fullest  justification  for  such 
a  combination  to  limit  the  expenses  of  the  business.  There  are  obviously  two 
ways  of  enlarging  the  turn-over  of  a  company  under  competitive  conditions — one 
is  to  cut  rates,  and  the  other  to  increase  commissions.  From  the  standpoint  of 
the  insuring  public,  competition  in  respect  to  commissions  is  even  more  serious 
than  competition  in  rates.  In  the  event  of  rate  reduction  the  public  obtains  at 
least  a  temporary  benefit,  but  in  the  case  of  increased  expenses  the  public  is  in- 
variably the  loser. 

One  of  the  strongest  points  in  favour  of  an  insurance  combination  such  as 
The  Canadian  Fire  Underwriters'  Association,  is  the  fact  that  its  method  of  con- 
ducting business  is  not  only  economical  and  efficient,  but  incidentally  brings  about 
an  improvement  of  conditions  that  directly  benefits  the  public.  The  -inspection 
of  properties  and  Schedule  Rating,  by  which  defects  are  brought  to  the  attention 
of  property-owners,  tends,  in  the  long  run,  to  effect  a  considerable  betterment  of 
the  physical  conditions  which  are  largely  responsible  for  the  extent  of  our  losses 
by  fire.  N"o  individual  Company  could  maintain  a  staff  of  experts  competent  to 
give  this  service,  without  tremendously  increasing  the  cost  of  insurance  to  the 
public.  It  is  equally  plain  that  no  single  company  would  be  in  a  position  to  bring 
about  improvements  that  can  be  effected  by  many  of  the  companies  acting  in 
co-operation  one  with  another. 

On  the  grounds  which  I  have  here  set  forth,  I  am  of  the  opinion  that  the 
operations  of  The  Canadian  Fire  Underwriters'  Association  have  been  and  are  to 
the  advantage  and  in  the  interests  of  the  public,  and  that  such  a  combination 
tends  strongly  to  maintain  the  solvency  of  the  companies,  to  stabilize  rates,  to 
eliminate  discrimination,  and  assist  in  controlling  the  expenses  of  carrying  on  the 
business. 

This  conclusion  accords  with  findings  of  the  strongest  Commissions  in  the 
United  States  that  have  considered  this  question. 
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I  find  that  The  Canadian  Fire  Underwriters'  Association,  though  a  combin- 
ation which  largely  controls  the  premium  rates  in  Ontario,  ought  not  to  be  abolished 
or  hampered  in  its  legitimate  work,  but,  being  a  combination,  ought  to  be  fully 
subject  to  supervision  and  control  by  the  State. 

In  the  result  I  have  reached  the  conclusion  that  increased  publicity,  and  an 
increased  obligation  to  justify  its  action,  before  an  independent  tribunal,  would 
be  of  benefit  both  to  the  public  and  to  the  insurance  companies,  in  promoting  a 
mutual  understanding  of  each  other's  position. 

At  present  The  Canadian  Fire  Underwriters'  Association  is  a  final  authority 
without  appeal,  fixing  the  rates  in  Ontario.  Its  action  ought,  in  my  opinion,  to 
be  subject  to  review  somewhat  in  the  manner  in  which  the  judgment  of  a  Judge  of 
the  first  instance  is  subject  to  review  by  an  Appellate  Court. 

I  have  had  the  advantage  of  perusing  and  considering  the  reports  of  many 
of  the  American  Commissions  that  have  recently  considered  this  question.  I  was 
at  first  inclined  to  favour  such  legislation  in  Ontario  as  would  require  the  filing 
by  The  Canadian  Fire  Underwriters'  Association  and  by  all  Insurance  Companies 
of  Schedules  of  Eates  with  the  Superintendent  of  Insurance,  and  limiting  the 
function  of  the  Superintendent  of  Insurance  to  determining  the  question  as  to 
whether  the  rate  was  or  was  not  discriminatory.  Further  consideration  of  the 
local  situation  in  Ontario  has  led  me  to  the  conclusion  that  it  is  not  in  the  interest 
of  the  public  to  require  such  schedules  to  be  filed.  I  believe  from  the  evidence 
adduced  before  me,  that  the  effect  of  such  legislation  would  probably  be  to  eliminate 
to  a  large  extent  the  existing  competition. 

I  would  therefore  recommend : 

That  The  Canadian  Fire  Underwriters'  Association  and  all  other  Eating 
Bureaus  or  Associations  engaged  in  the  fixing  of  Eates  of  premium  on  in- 
surance of  property,  shall  file  their  Constitutions,  Articles  of  Asscciation  or 
By-Laws  with  the  Superintendent  of  Insurance,  and  shall  be  subject  to 
inspection  by  him  in  the  same  manner  as  Insurance  Companies  now  are. 

That  neither  The  Canadian  Fire  Underwriters'  Association  nor  any  other 
Eate-fixing  Bureau  or  Association  shall  be  required  by  law  to  file  their  Schedules 
of  Eates  or  any  specific  Eate  as  a  preliminary  to  the  placing  of  insurance, 
but  that  the  Superintendent  of  Insurance  be  empowered,  on  written  complaint 
by  the  insurer  or,  on  his  own  motion,  to  require  The  Canadian  Fire  Under- 
writers' Asscciation  or  other  Bureau  or  any  Insurance  Company  to  file  details 
showing  how  the  particular  rate  in  question  is  made  up,  and  any  other  infor- 
mation, which  he  deems  necessary  or  desirable. 

Prohibiting  any  rate  which  discriminates  unfairly  between  risks  of 
essentially  the  same  hazard. 

Giving  power  to  the  Superintendent  of  Insurance  on  written  complaint 
or  upon  his  own  motion,  to  review  any  rate  fixed  by  The  Canadian  Fire  Under- 
writers' Association,  or  by  any  other  Eating  Bureau  or  Association  for  insur- 
ance upon  property  within  this  Province,  for  the  purpose  of  determining 
whether  same  is  discriminatory,  and  with  power  to  the  Commissioner  to  order 
the  cancellation  of  the  rate  for  that  cause. 

That  the  Superintendent  of  Insurance  shall  be  empowered  to  inquire  into 
any  other  question  which  either  the  insured,  the  insuring  company.  The 
Canadian  Fire  Underwriters'  Association,  or  any  other  Eating  Bureau  or 
Association  may  bring  before  him,  both  as  to  whether  a  rate  is  unjust  apart 
from  discrimination,  and  also  in  regard  to  any  other  question  arising  out  of 
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the  relationship  or  proposed  relationship  of  the  parties  in  reference  to  the 
insurance  in  question;  but  in  the  exercise  of  this  power  the  Superintendent 
should  not  make  any  order,  but  should  act  like  a  Board  of  Conciliation, 
affording  an  opportunity  to  both  parties  to  explain  and  exploit  their  points 
of  view.  The  facts  and  the  findings  of  the  Superintendent  should  be  reported 
and  stated  by  him  in  his  Annual  Eeport.  If  these  Reports  indicate  an  improper 
situation  on  the  part  of  the  Companies  or  the  Association,  legislation  might 
then  be  enacted  upon  the  evidence  so  accumulated  to  cure  the  evil.  Such  a 
course  of  procedure  would,  it  seems  to  me,  disorganize  business  as  little  as 
possible,  and  would  be  more  in  the  public  interest  than  any  more  drastic 
legislation. 

This  last  provision  I  deem  to  be  of  special  importance.  A  somewhat  similar 
provision  has  been  in  force  for  some  years  in  the  State  of  Massachusetts,  and 
has  proved  extremely  efficacious,  and  while  there  is  no  statutory  provision  of  a 
similar  kind  in  the  law  of  New  York  State,  the  Superintendent  has  assumed 
jurisdiction  which  has  not  been  contested  by  the  Insurance  Companies,  to  exercise 
a  somewhat  analogous  function. 

Conclusion. — Perhaps  I  ought  not  to  part  from  the  subject  of  Eates.and  Eate- 
making  without  saying  that  the  financial  benefits  to  the  insuring  public  of  the 
suggested  control  are,  in  my  opinion,  somewhat  problematical,  and  are  as  a  general 
rule  exaggerated  in  the  public  estimation.  Insurance  Companies  are,  after  all, 
a  mere  means  of  distributing  over  the  whole  of  the  insuring  public  the  losses 
which  occur  to  individuals.  The  fund  which  is  to  be  so  distributed  to  those  who 
have  suffered  loss  is  contributed  in  the  form  of  premiums ;  this  premium  is  collected 
by  the  Insurance  Company  from  all  insurers,  and  must  be  sufficient  to  cover 
the  losses,  to  pay  the  expense  of  carrying  on  the  business,  and  to  yield  a  profit 
on  the  money  invested.  If  the  rate  of  premium  charged  is  insufficient  enough 
will  not  be  received  to  meet  these  requirements,  and  the  Company  will  have  to 
go  out  of  business.  The  premium  is  that  which  comes  most  noticeably  to  the 
attention  of  the  insurer,  because  he  pays  it;  but  it  is  obviously  a  symptom  and 
not  the  cause  of  origin  of  the  trouble  from  which  he  suffers;  that  cause  or  origin 
lies  deeper  and  consists  either  in  excessive  fire  losses,  excessive  expenditures  by 
the  Companies,  or  excessive  profits  retained  by  them  out  of  premiums,  these  being 
the  three  avenues  through  which  the  sums  collected  by  the  Companies  are  dis- 
bursed. I  therefore  proceed  next  to  consider  the  question  from  these  three  stand- 
points. 

PEOFITS. 

Are  profits  of  Joint  Stock  Companies  insuring  property  in  Ontario,  excessive? 
The  answer  to  this  question  might,  at  first  sight,  appear  to  be  the  principal  object 
of  this  inquiry.  It  will  no  doubt  be  a  matter  of  regret  to  others,  as  it  has  been 
to  myself,  that  upon  investigation  I  find  it  impossible  to  give  a  categorical  answer 
to  the  question,  or  to  determine  with  any  satisfactory  certainty  whether  under- 
writing profits  in  Ontario  are,  or  are  not,  higher  than  is  fair  and  just  to  the  public. 

It  has  long  been  recognized  among  business  and  financial  men  that  it  is  most 
difficult,  and  often  impracticable,  to  ascertain  what  is  the  exact  amount  of  the 
net  profits  of  any  Company  proper  for  division  among  shareholders.  The  same 
difficulty  has  been  acutely  experienced  in  law  courts,  and  the  reported  decisions 
afford  numerous  illustrations  of  the  difficulty  of  ascertaining  wh?x  are  divisible 
net  profits.     In  the  case  of  Fire  Insurance  Companies  the  difficulty  is  enhanced 
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because  it  is  absolutely  essential  that  out  of  the  underwriting  profits  in  normal 
years  a  reserve  fund  should  be  built  up  and  maintained  to  meet  abnormal  losses 
arising  from  conflagrations.  How  large  this  fund  should  be  is  a  matter  of  guess 
work.  When,  and  to  what  extent  it  will  be  called  upon,  is  absolutely  impossible 
of  estimation. 

This  phase  of  the  subject  has  been  much  considered  by  American  Insurance 
Commissions,  and  the  report  in  1911  of  the  Commission  for  the  State  of  New 
York,  and  subsequently  the  report  of  the  Commission  for  the  State  of  Wisconsin, 
contain  discussions  so  illuminating  and  so  pertinent  to  the  situation  in  Onttrio 
that  I  attach  hereto  extracts  from  these  Reports  as  Appendix  No.  5. 

Notwithstanding  these  difficulties,  I  endeavoured  to  elicit  such  information  as 
was  available,  but  was  informed  that  the  records  of  the  Companies  have  not  been 
kept  in  such  a  way  as  to  distinguish  the  profits  or  losses  in  Ontario  from  the 
operations  of  the  Companies  outside  that  Province. 

So  far  as  figures  are  available  in  respect  to  Companies  operating  in  Canada, 
the  following  Summary,  compiled  from  statements  appearing  in  the  Report  of 
the  Superintendent  of  Insurance  for  the  Dominion  of  Canada,  sets  forth  the  facts. 
During  the  period  1875  to  1917  inclusive,  the  premium  income,  losses,  expenses 
and  gross  underwriting  profits  for  the  Dominion  of  Canada  of  all  Companies 
operating  under  Dominion  License,  were  as  follows : — 


Companies . 

Premium 
Receipts. 

Paid  for 
Losses . 

General 
Expanses. 

Excess  of  prem- 
iums over  losses 
and  expenses. 

Percentage 

Under 
wtg.  Prft. 

X  Canadian 

British 

United  States 
and  others  

$245,519,000 
275,549,000 

96,795,000 

$160,193,000 
166,081,000 

54,172.000 

$85,683,000 
80,693,000 

28,381,000 

d  $357,000 
28,775,000 

14,242,000 

Nil. 
10.4 

64.6 

When  analyzed,  the  above  statement  shows  a  distribution  of  premium  through- 
out the  period  approximately  as  follows :  Of  every  $100.00  of  premium  received, 
the  Canadian  Companies  have  paid  $65.20  for  losses,  and  $34.80  for  general 
expenses;  the  British  Companies  $60.00  for  losses,  and  $29.60  for  general  expenses; 
and  the  United  States  Companies  $55.90  for  losses,  and  29.50  for  general  expenses.f 
On  the  basis  of  the  whole  business  transacted  by  all  Companies,  out  of  every  $100 
received,  $60.30  has  been  paid  for  losses,  $33.00  for  expenses,  and  $3.75  has  been 
carried  to  conflagration  and  unearned  premium  Reserve  Funds,  leaving  $2.95  as 
the  residue  of  premium  income  available  for  distribution  by  way  of  dividends  upon 
capital  stock.  Whether  this  is  too  much  or  too  little  I  am  unable  to  satisfactorily 
determine,  but  my  immediate  purpose  in  analyzing  the  above  figures  is  to  make 
plain  the  fact  that  by  far  the  greater  portion  of  the  premium  income  collected  by 
the  Companies  is  distributed  in  payment  of  fire  losses  and  in  general  expenses, 
and  that  a  comparatively  small  proportion  of  the  premium  constitutes  the  net 
underwriting  profit.     Consequently  the   most  available   avenues   along  which  to 

*  Figures  for  Canadian  Companies  include  Home  and  Foreign  business  in  all 
branches.  The  poor  underwriting  experience  of  these  Companies  is  largely  due  to 
excessive  losses  in  conflagrations. 

(d)   Deficit. 

t  Under  the  head  of  "  General  Expense  "  is  Included  Commissions,  Salaries,  Taxes, 
Underwriting  Board  Assessments,  and  all  expenditures  incidental  to  carrying  on  the 
business. 
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advance  in  reducing  the  cost  of  insurance  in  Ontario,  is  to  reduce  the  fire  loss, 
and  the  expenses  of  carrying  on  the  business.  If  all  the  divisible  underwriting 
profit  were  wiped  out,  it  would  probably  amount  to  less  than  3  per  cent,  of  the 
premiums,  whereas,  if  the  fire  loss  in  Ontario  could  be  reduced  by  one-third,  it  would 
eliminate  one-third  of  the  loss  incurred  by  the  Companies,  and  reduce  the  cost  of 
insurance  by  approximately  20  per  cent.  Similarly,  if  expenses  could  be  reduced 
by  an  amount  equal  to  only  5  per  cent,  of  the  premiums,  that  would  lessen  the 
cost  of  the  insurance  more  than  if  the  whole  profit  applicable  to  dividends  were 
wiped  out.  It  is  therefore  along  these  two  avenues  that  efforts  should  principally 
be  made  to  lessen  the  cost  of  insurance  in  Ontario.  My  conclusions  on  this  branch 
of  the  inquir}-  are  as  follows: — 

If  the  underwriting  profits  in  Ontario  are  larger  than  are  warrantable,  having 
regard  to  neces.'^ary  expenses  and  to  the  Provincial  fire  loss,  the  remedy,  as  matters 
now  stand,  rests  in  the  competition  afforded  by  the  non-board  companies,  licensed 
and  unlicensed,  and  on  the  temptation  to  other  companies  to  enter  a  new  and  profit-  ■ 
able  field.  Having  regard  to  the  world-wide  nature  of  the  Fire  Insurance  business, 
to  the  keenness  of  competition,  and  to  the  fact  which  I  have  ascertained  that 
those  who  are  most  intimately  associated  with  the  business  rarely  invest  their 
surplus  capital  to  any  great  extent  in  the  stock  of  Fire  Insurance  Companies, 
I  incline  to  think  that  the  profits  are  not  excessive.  If  a  legislative  remedy  were 
undertaken  it  would  necessarily  assume  the  form  of  establishing  maximum  rates 
fixed  by  the  Superintendent  of  Insurance.  For  reasons  stated  elsewhere  I  am  of 
opinion  that  the  situation  as  disclosed  does  not  at  present  warrant  any  such 
legislative  action. 

I  recommend  that  hereafter  all  companies  be  required  to  keep  their  records 
and  make  their  returns  in  such  form  that  the  profits  or  losses  on  Ontario  business 
are  ascertained,  and  that  these  be  stated  in  their  annual  return?. 

EXPENSES. 

Commissions  to  Agents. 

Leaving  the  question  of  underwriting  profit,  the  next  point  to  be  considered 
is  whether  the  portion  of  the  premium  which  goes  to  meet  expenses  can  be  reduced. 
The  total  expense  account  of  the  Fire  Insurance  Companies  doing  business  in 
Ontario  in  the  year  1917,  amounted  to  about  $5,000,00€.00.  Out  of  every  $100.00 
of  premium  collected  by  the  Joint  Stock  Insurance  Companies,  approximately 
$33.00  was,  according  to  the  opinion  of  expert  witnesses,  absorbed  in  expenses* 
as  against  $63.00  paid  out  to  meet  losses. 

The  primary  object  and  purpose  of  conducting  this  insurance  business  was 
to  secure  to  the  insured,  in  case  of  fire,  this  sum  of  $63.00.  An  outlay  of  $33.00 
for  gathering  in  $63.00  in  premiums  and  paying  it  out  in  losses,  seems,  on  its  face, 
to  be  disproportionate  and  excessive. 

An  analysis  of  the  items  that  go  to  make  up  the  total  expenses  of  a  Joint 
Stock  Insurance  Company  will  aid   in   this  inquiry.     In   the  case  of  the   Tariff 

*  Some  witnesses  claim  that  the  expense  is  much  higher.  33  per  cent,  appears  to 
have  been  the  average  in  the  past,  but  I  am  of  opinion  that  at  the  present  time  the 
expense  is  higher  than  33  per  cent.,  and  in  the  City  of  Toronto,  the  evidence  indicates 
that  it  may  run  as  high  as  45  per  cent. 
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Companies  this  total  of  expense  ($33.00  of  the  premium)  is  constituted  approxi- 
mately of  the  following  items : — 

1.  Agent's   commission    $18.60 

2.  Underwriters'  Inspection  and  rating 1.11 

3.  General  administrative  expenses,  and  taxes  13.29 


$33.00 


The  point  to  be  noted  in  this  connection  is  the  small  amount  spent  by  the 
Companies  on  Inspection  and  Rating  (tending  toward  lessening  the  fire  risk), 
and  the  amount  spent  on  Agents'  (Jommissions  (largely  to  meet  competition  in 
securing  risks). 

Again,  in  1916  the  expenses  of  the  Manufacturers'  Mutual  Fire  Insurance 
Company  (being  one  of  the  Senior  New  England  Mutuals)  for  each  $100.00  of 
risk  carried,  was  two  and  one  twentieth  cents,  and  speaking  generally,  the  expenses 
of  the  other  New  England  Mutuals  in  that  year  were  not  substantially  different. 
In  the  same  year  the  expenses  of  all  the  English  and  American  Join  Stock 
Companies  operating  in  Canada  under  Dominion  License,  amounted  to  26  cents 
j)er  $100.00  of  property  risk  carried,  or  more  than  ten  times  as  much  as  the 
expense  of  the  New  England  Mutual  Companies.  It  is  to  be  noted  in  this 
connection  that  the  New  England  Mutuals  do  not  employ  canvassing  agents  or 
pay  commissions.  While  it  is  true  that  the  class  of  risk  written,  the  indemnity 
given,  and  the  method  of  operation  in  these  two  contrasted  cases  are  so  widely 
different  that  no  positive  conclusion  can  be  drawn,  yet  the  comparison  appears 
to  me  to  throw  a  sidelight  on  the  question,  and  that  enough  has  been  said  to 
indicate  that  the  possibility  of  reducing  expenses  is  deserving  of  the  fullest  and 
most  careful  consideration  by  the  Legislature. 

No  evidence  was  presented  before  the  Commission  with  respect  to  the  over- 
head or  general  administrative  charges  in  carrying  on  the  business  of  insurance, 
hut  much  evidence  was  taken  and  much  consideration  was  given  to  the  question 
of  the  commissions  paid  to  Insurance  Brokers  and  Agents. 

AGENTS. 

There  is  no  doubt  of  the  value  and  importance  of  the  Agent  to  the  fire 
insurance  business,  and  taking  all  things  into  consideration  the  Agency  system 
appears  at  the  present  time  to  be  best  suited  to  the  needs  of  our  people  in  Ontario. 

The  position  of  the  Insurance  i\gent  is  not  generally  understood.*  He  is 
paid  by  commission;  from  his  own  standpoint  he  is  working  to  earn  this  com- 
mission. The  more  insurance  he  writes  and  the  higher  the  rate  of  premium, 
the  larger  is  his  commission.  This  may  encourage  the  writing  of  bad  risks  at 
high  rates.  On  the  one  hand  he  assumes  to  act  for  the  insured,  claiming  to 
secure  insurance  for  him  at  the  lowest  rate;  on  the  other  hand  he  is  in  trutli 
the  agent  of  the  company  whom  he  represents  and  by  whom  his  commission  is  paid. 
In  most  cases  he  is  Agent  for  a  large  number  of  Conij)anies.  He  is  the  person 
who  comes  into  direct  contact  with  the  insurer  or  the  owner  of  the  property, 
and  in  that  way  he  controls  the  placing  of  the  insurance  and  is  able  to  place  it 

*  In  Ontario  the  distinction  between  Agent  and  Broker  Is  little  recognized.  Every 
Agent  acts  on  occasion  as  a  Broker,  and  every  Broker  must  technically  at  least  be  an 
Agent  in  order  to  secure  a  license. 
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c , 

in  whichever  of  his  Companies  he  chooses  to  favour.  Sometimes  the  insurance 
Companies  compete  for  his  favour,  and  he  sells  the  business  to  the  Company 
that  pays  the  highest  commission. 

I  cannot  better  state  the  somewhat  anomalous  position  of  the  fire  insurance 
agent  than  by  quoting  from  a  paper  written  by  the  Hon.  John  S.  Patterson, 
Texas  State  Commissioner  of  Insurance  and  Banking,  which  appeared  in  the 
Journal  of  Commerce  on  June  21st,  1916.  Speaking  of  Agents'  commissions, 
he  says : — 

"  Most  vital  of  all  is  the  method  adopted  by  the  Company  in  compen- 
sating an  agent.     If  you  are  faithful  you  are  penalized;  if  you  are  unfaithful 
you  are  rewarded.     I  assert  that  there  is  not  one  act  that  you  can  do  for 
the  protection  of  your  company  which  does  not  diminish  your  compensation. 
If  you  refuse  to  cancel  a  hazardous  risk  you  get  nothing.     If  you  seek  to 
eliminate   the   moral   hazard   by   reducing   the   insurance   you    reduce   your 
commission.     If  you  aid  your  company  in  resisting  a  fraudulent  claim  you 
lose  your  customer.     If  you  over-insure  you   get  your  share   of   the  profit. 
If  you   refuse   or   cancel   a  hazardous   risk  you   lose   the   business   and  the 
commission  to  your  less  scrupulous  competitor.    Under  these  conditions  what 
chance  has  the  faithful  agent  when  in  competition  with  an  unfaithful  one  ?  " 
The  compensation  paid  to  Agents  may  affect  the   fire  rates  in  two  ways: 
(1)  If  the  compensation   is  too  large   it  makes   the  expenses   of  the   Company 
excessive:   (2)   The  rate  of  compensation  may  be  fixed  in  such  a  way  as  not  to 
call  forth  the  best  services  from  Agents,   and  so  may  bring  into  the  business 
unworthy   and    incompetent   agents.      However   this    question   may   be   regarded, 
it  is  one  that  is  far-reaching  in  its  scope. 

The  total  number  of  Agents  licensed  by  the  Superintendent  of  Insurance 
for  the  Province  of.  Ontario,  up  to  and  including  the  19th  day  of  August,  1918, 
was  7,610.  Just  how  many  out  of  this  total  devote  their  main  attention  to 
property  insurance,  and  how  many  to  life  insurance,  there  is  no  means  of  ascer- 
taining. Every  license  issued  is  a  general  license  constituting  the  recipient 
a  General  Agent  for  all  classes  of  insurance.  No  examination,  scrutiny  or  inquiry 
of  or  regarding  the  applicant's  fitness  is  now  had.  All  that  is  required  is  that 
the  applicant  should  represent  a  licensed  company,  should  be  a  resident  of  Ontario, 
and  should  pay  the  fee  of  $3.00.  The  nature  of  the  work  performed  by  agents 
engaged  in  fire  insurance  varies  very  greatly,  ranging  from  that  of  the  skilled 
broker  who  writes  extensive  risks  and  examines  the  property  to  be  insured,  makes 
recommendations  as  to  how  the  rate  can  be  lowered  and  the  risk  improved;  and 
on  the  other  hand,  the  agent  who  merely  receives  the  application  for  insurance 
on  a  dwelling  sent  in  to  him  by  the  owner,  makes  no  examination,  and  passes  it  on  to 
the  Company,  after  extracting  as  his  commission,  25%  of  the  premium  received. 
It  was  claimed  before  me  that  this  last  class  of  agent  performs  a  great  deal  of 
labour,  because  in  some  cases  he  has  to  make  numerous  visits  to  the  insured  in 
order  to  persuade  him  to  become  insured,  and  then  additional  visits  in  order 
to  get  paid  the  premium  which  is  usually  small.  It  is  manifest  that  this  is 
not  quite  a  candid  statement  as  regards  insurance  on  dwelling  houses,  because 
everyone  knows  that  a  large  percentage  of  dwelling  houses  are  mortgaged,  and 
a  mortgage  is  never  put  on  without  the  insurance  being  written,  and  this  insurance 
is  written  without  any  application,  without  any  effort  being  expended  on  the  part 
of  the  agent  who  takes  the  commission  for  it.  The  conclusion  may  hold  with 
respect  to  insurance  on  the  contents  of  some  dwellings,  but  even   in  that  case 
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it  is  by  no  means  plain  that,  in  the  public  interest,  it  is  essential  that  this  work 
should  be  done.  If  to  persuade  the  owner  to  insure  was  a  real  advantage  to 
the  community,  the  argument  might  have  some  value.  I  am  however  of  the 
opinion  that,  so  far  as  the  community  is  concerned,  it  would  be  rather  to  its 
advantage  if  this  work  on  the  part  of  the  agents  was  omitted,  and  if  owners 
^and  occupiers  of  this  class  of  property  were  left  to  take  care  of  their  own  insurance, 
and  bear  their  own  loss  in  case  they  do  not  take  the  trouble  to  insure  of  their 
own  accord.  Not  only  would  this  save  the  labour  of  the  Agent  and  the  com- 
mission paid  to  him,  but  citizens  would  be  more  careful  and  less  liable  to  permit 
fires,  if  they  knew  that  they  had  to  bear  the  loss  themselves.  The  conclusion  at 
which  I  have  arrived  at  on  this  phase  of  the  matter  is,  that  the  extra  efforts  of  agents 
to  insure  dwellings  and  their  contents,  and  the  extra  expense  thereby  incurred, 
are  not  advantageous  so  far  as  the  interests  of  the  community  are  concerned. 

Another  class  of  unprofitable  work  done  by  Agents  consists  in  switching 
risks  from  one  Company  to  another,  whereby  the  Agent  secures  the  commission 
that  formerly  went  to  a  competing  Agent.  No  evidence  was  given  before  me 
regarding  the  extent  of  this  practice,  but  my  best  opinion  is  that  it  prevails 
to  a  very  large  extent,  and  that  much  of  the  labour  undertaken  by  Agents,  and  for 
which  they  claim  to  be  paid,  is  valueless  to  the  community,  consisting,  as  it  does, 
of  transferring  a  risk  at  the  same  rate  from  one  good  Company  to  another  Company 
equally  good,  but  no  better. 

My  conclusion  on  this  phase  of  the  matter  is  that  fire  insurance  agents  do 
not  receive  too  much  remuneration  for  the  time  and  effort  they  individually 
expend,  but  that  a  large  portion  -of  their  time  and  effort  is  valueless  to  the 
community,  and  that  it  and  its  attendant  expense  should  both  cease. 

In  most  cases  the  Agent  is  the  Agent  not  of  one  but  of  several  Companies, 
and  it  largely  depends  upon  the  insurance  agent  himself  as  to  which  of  the 
Companies  represented  by  him  secures  the  more  profitable  or  larger  share  of 
his  business.  As  a  result,  when  they  are  free  to  do  so  and  not  bound  by  an 
agreement  among  themselves.  Companies  frequently  seek  to  secure  business  by 
out-bidding  the  commission  paid  to  the  Agents  by  their  competitors.  This  com- 
petition between  the  Companies  for  business  again  increases  the  expense,  which 
must  ultimately  be  borne  by  the  premium  rate,  that  is,  by  the  payments  made  by 
the  insurers.  The  result  is  that,  owing  to  the  competition  between  the  Companies 
and  the  control  which  Agents  have  over  the  business,  the  expense  of  insurance 
is  increased  to  the  public,  without  any  chance  of  its  being  lowered  by  competition 
or  other  ordinary  means,  and  the  public,  who  have  to  pay  in  the  end,  are  unable 
to  lower  the  expense  in  any  way  unless  by  Legislation,  The  Companies  them- 
selves are  powerless  to  completely  deal  with  the  difficulty,  unless  all  Companies 
can  be  induced  to  enter  into  a  binding  agreement  limiting  commissions,  because 
if  any  strong.  Companies  stand  out  the  result  is  that  they  get  all  the  preferred 
business  away  from  those  who  had  agreed  to  lower  the  commissions.  So  far  a 
general  agreement  among  the  Companies  has  proved  to  be  impossible  in  Ontario. 
As  it  stands  at  present,  the  rates  of  commission,  outside  of  the  City  of 
Toronto,  in  the  Province  of  Ontario  are  controlled  and  are  limited,  in  Tariff 
or  Board  Companies,  to  IB  per  cent.,  20  per  cent,  and  25  per  cent.,  according 
to  the  class  of  risk,  the  latter  commission  being  paid  on  dwelling  houses,  and 
other  preferred  risks  of  that  class.  The  commissions  paid  by  Non-Tariff  Companies 
are  not  subject  to  regulation  anywhere  in  Ontario,  and  in  Toronto  no  commissions 
are  controlled.     These  latter   (commissions  in  Torohto)   range  in  some  instances 


20  REPOET  OF  THE  Xo.  56 

as  high  as  40  per  cent,  of  the  anmml  premium.  It  appeared  quite  plainly  from 
the  evidence  adduced  before  me,  tliat  commissions  have  substantially  increased 
in  late  years,  particularly  in  the  City  of  Toronto,  and  that  in  certain  instances 
the  Chief  Agents  or  special  Agents  of  the  Companies,  by  receiving  an  over-riding 
commission,  have  levied  contributions  from  the  premiums  collected  by  their  sub- 
agents,  which  in  the  aggregate,  were  very  large. 

REMEDIES. 

One  remedy  wliich  has  been  suggested  in  order  to  stimulate  good  work  on 
the  part  of  Agents  in  writing  good  risks  and  generally  protecting  the  interests 
of  their  Companies,  is  to  make  the  commission  to  the  Agent  contingent  on  the 
profits  of  his  particular  Agency.  This  subject  has  been  much  discussed  from 
time  to  time  and  has  many  earnest  advocates.  Theoretically  there  can  be  no  doubt 
that  it  is  the  correct  method  of  paying  commissions,  and  that  its  introduction 
would  substantially  aid  in  fire  prevention.  :  I  find  that  the  practical  difficulties 
both  on  the  side  of  the  Companies  and  on  the  side  of  the  Agents  have  been  such 
that,  while  it  has  been  offered  by  the  Companies  as  an  alternative  which  they 
were  willing  to  accept  on  certain  terms,  the  evidence  is  that  it  has  not  been 
widely  adopted.  The  difficulties  are  such  that  notwithstanding  its  advantages, 
it  would  not  be  proper  at  the  present  time  to  make  it  compulsory,  and  in  the 
recommendations  which  1  am  bringing  forward  I  therefore  provide  it  merely 
as  an  alternative  which  may  be  agreed  upon,  and  by  which  the  commission  of 
the  Agent  may  be  somewhat  increased.  Since  commissions  are,  in  my  opinion, 
excessive,  and  since  it  has  so  far  proved  impossible  for  the  Insurance  Companies 
themselves  to  effectually  bring  about  an  agreement  limiting  them,  I  suggest 
that  unless  before  action  is  taken  on  this  Report  the  Companies  do  agree  upon 
some  alternative,  that  the  Legislature  consider  an  enactment  limiting  the  amount 
of  fixed  commissions  Avhich  may  be  received  or  paid  for  the  taking  in  Ontario 
of  any  application  for  insurance  on  property,  or  in  respect  to  the  placing  out 
of  Ontario  of  any  insurance  on  property  in  Ontario;  providing  also  as  an  alter- 
native a  more  liberal  limit  in  case  the  Company  and  the  Agent  agree  beforehand 
that  the  Agent's  remuneration  shall  be  contingent  on  the  profits  earned  by  the 
Company  or  on  the  Agency,  and  making  adequate  provision  for  the  enforcement 
of  the  enactment. 

It  was  strongly  advocated  licfoio  me  that  only  fit  and  proper  persons,  who 
are  truly  making  a  business  of  writing  insurance,  should  receive  licenses ;  and  that 
licenses  should  be  subject  to  an  examination  as  to  their  fitness  for  the  duties 
of  insurance  agents :  also  that  those  agents  who  prove  unworthy  to  be  entrusted 
with  these  duties  or  fail  in  their  proper  discharge,  should  have  their  licenses 
cancelled.  To  this  end  it  was  proposed  that  hereafter  an  applicant  for  a  license, 
if  not  already  on  the  Register,  should  submit  to  a  scrutiny  and  examination 
as  to  his  fitness,  before  receiving  the  license,  and  that  all  licenses  shall  be  subject 
to  cancellation  if  on  investigation  by  the  Superintendent  of  Insurance  he  is  of 
opinion  that  the  holder  has  been  guilty  of  dishonest  or  improper  conduct. 

After  careful  consideration  I  am  of  opinion  that  this  suggestion  ought  to 
be  adopted :  also  that  the  licenses  granted  by  the  Department  should  permit  an 
Agent  to  act  onJy  in  certain  classes  of  insurance :  Life  Insurance  should  be  one 
class :  Fire  and  Marine  should  be  another  class.  If  an  Agent  desires  to  act  in  both 
these  classes,  he  should  obtain  two  licenses.     I  am  also  of  opinion  that  the  fees 
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payable  by  licenses  ought  to  be  increased  to  a  minimum  of  $5.00  in  all  cases 
throughout  the  Province,  with  a  graded  increa.se  in  Towns  and  Cities  up  to 
$100.00  as  a  minimum  in  the  City  of  Toronto. 

I  would  also  recommend  similar  provisions  with  respect  to  Insurance 
Adjusters.  In  the  States  of  New  York  and  Massachusetts  the  Insurance  Act 
draws  quite  a  clear  distinction  between  Agents  and  Brokers,  the  Agents  repre- 
senting the  Companies,  and  their  acts  binding  the  Companies,  while  Brokers  are  in 
all  cases  representatives  of  the  insurer.  It  may  well  be  a  proper  subject  for 
consideration  by  the  Legislature  whether  a  similar  distinction  should  be  made 
in  our  Act :  in  that  case  the  conditions  under  which  a  broker  may.  procure  a 
license  should  be  similar  to  the  provisions  with  respect  to  the  granting  of  a 
license  to  an  agent. 

•The  ruling  of  the  Superintendent  of  Insurance  refusing  or  cancelling  a 
license  should  be  subject  to  appeal  to  a  Judge  of  the  High  Court  on  Originating 
Summons. 

FIRE  PREVENTION. 

In  the  third  place  I  proceed  to  consider  the  main  avenue  along  which,  in 
my  opinion,  progress  must  be  made  if  the  burden  of  fire  insurance  premiums 
is  to  be  reduced,  viz.,  the  reduction  of  the  fire  loss  of  the  Province. 

It  is  axiomatic  that  the  greatest  barrier  to  progress  in  the  direction  of  lower 
insurance  rates  is  the  cost  to  the  Companies  of  insurance.  As  I  have  previously 
pointed  out  in  this  Report,  the  principal  factor  in  that  cost  is  fire  waste.  Important 
as  it  is  to  have  equitable  rates,  moderate  profits  and  reasonable  expenses  in 
connection  with  the  business  of  insurance,  of  far  greater  moment  to  the  premium- 
paying  public  is  the  loss  by  fire  to  which  in  amount  these  other  factors  are 
entirely  inferior.  So  far  as  reduction  of  profits  and  expenses  are  concerned,  any 
extensive  relief  is,  under  existing  conditions,  somewhat  problematical.  On  the 
other  hand,  there  is  the  certainty  that  if  the  fire  loss  could  be  cut  in  half  there 
would  be  an  immediatte  saving  to  the  people  of  Ontario  of  from  Four  Millions 
to  Six  Millions  of  Dollars  per  annum.  The  fundamental  need  therefore,  is  for 
legislation  that  will  effectively  extend  and  enforce  the  principles  of  fire  loss 
prevention. 

As  this  enquiry  proceeded  it  became  apparent  to  me  that  the  crux  of  the 
high  fire  insurance  rates  in  Ontario  lay  with  the  indefensible  fire  waste  which 
those  rates  represent.  I  therefore  arranged  that  the  concluding  Session  of  the 
Commission  should  be  devoted  exclusively  to  inquiring  into  the  extent  and  causes 
of  fire  loss,  and  the  means  either  existing  or  advocated  for  its  control.  Very 
valuable  evidence  along  these  lines  was  placed  before  me  at  this  Session,  especially 
by  the  Commission  of  Conservation  of  Canada,  which  has  quite  recently  made 
an  exhaustive  study  of  the  subject,  embracing  the  whole  dominion.  The  essential 
parts  of  the  memorandum  filed  with  me  by  the  Commission  I  have  attached'  to 
this  Report  as  Appendix  No.  6.  As  a  result  of  my  investigation  of  the  problem,^ 
I  consider  it  desirable  to  lay  emphasis  upon  certain  of  its  vital  phases  which 
do  not  at  present  appear  to  be  fully  recognized,  nor  intelligently  dealt  with  by 
the  public  at  large.  These  I  shall  consider  in  the  following  order:  The  extent, 
causes  and  significance  of  the  fire  waste;  the  means  presently  available  to  lessen 
that  waste;  and,  finally,  the  measures  that  should  be  adopted  and  enforced  for 
its  effective  control. 
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EXTENT  OF  FIKE  LOSS. 

General  statements  to  the  effect  that  fire  losses  in  Canada  are  vastly  greater 
per  capita  than  in  any  other  country  in  the  world  have  been  made  from  time  to 
time,  but  so  far  without  raising  more  than  a  temporary  and  fleeting  public  interest. 
Upon  investigation  it  was  a  matter  of  some  surprise  to  me  to  find  that  not  only 
were  these  statements  based  upon  ascertainable  facts,  but  that  fire  losses  in  Ontario 
are  greater,  per  capita,  than  in  any  other  Province  in  Canada.  In  the  year  1916, 
which  was  abnormal  owing  to  the  occurrence  of  three  extensive  fires,  the  total 
loss  in  the  Province  amounted  to  over  $16,000,000.00,  or  approximately  $6.40 
per  unit  of  population.  In  the  year  1917  no  abnormal  fires  were  recorded,  but 
nevertheless  the  loss  reached  the  amazing  total  of  $11,500,000.00,  or  $4.61  per 
capita,  as  compared  Avith  an  average  of  $3.24  per  capita  for  the  whole  Dominion. 
The  actual  figures  for  1917  are  as  follows: — 

Fire  Loss  in  Ontaeio. 

Losses  insured  with  Taritf  Companies    $6,495,100 

"  "  "         "         Xon-Tariff    Companies     2,003,648 

I'nlicensed    Companies    571,589 

$9,070,337 
Losses   not    insured    2,468,092 

Grand  Total    $11,538,429 

Fires  recorded  by  the  Ontario  Fire  Marshal's  Department  in  1917  numbered 
9,601,  or  38  per  10,000  of  population  in  the  Province,  as  compared  with  an  average 
of  29  per  10,000  for  the  whole  Dominion. 

Despite  the  fact  that  per  capita  figures  are  sometimes  misleading,  the  following 
comparisons  emphasize  the  deplorable  conditions  that  exist  in  Ontario  in  respect 
to  both  the  frequency  of  fires  and  the  extent  of  fire  waste. 

Fires  per  10,000 

Country.                                                                               Loss  per  capita.  of  population. 

*  Ontario    (1917)     , $4.61  38 

United  States    2.26  — 

Russia    97  — 

France     74  12 

England     64  8 

Norway    55  11 

Italy     53  9 

Sweden    42  7 

Germany      28  11 

Switzerland    13  — 

Even  though  the  above  comparisons  may  be  only  approximately  accurate,  it  is 
clear  that  the  rates  for  insurance,  if  equitably  based  upon  the  cost  of  insurance, 
must  be  substantially  greater  in  Ontario  than  in  any  o-ther  country  in  the  world. 

CAUSES  OF  FIRE  LOSS. 

Having  emphasized  the  extent  of  fire  waste  in  Ontario,,  the  next  point 
demanding  consideration  is  the  cause  or  causes  that  are  primarily ,  responsible 
for  the  conditions  leading  to  this  waste.  A  complete  record  of  fire  causes  for 
the  year  1917  was  not  available  in  the  Fire  Marshal's  Department,  and  I  therefore 

*  Figures  for  the  foreign  countries  are  the  average  for  four  years,  1912-1915. 


'1919  -ONTARIO  INSURANCE  COMMISSION.  23 

quote  figures  that  were  filed  with  me  by  the  Commission  of  Conservation.  As 
the  result  of  extended  inquiry  into  the  origin  of  more  than  50,000  fires,  the 
Commission  found  that  in  Canada  the  causes  were  as  here  set  forth  in  order  of 
their  frequency : 

Per  cent. 

Unknown  causes 33.1 

Electrical  hazards   9.1 

Chimneys,  flues,  etc 8.2 

Lightning     7.3 

Incendiarism    6.7 

Exposure,  sparks,  etc 6.5 

Matches     6.1 

Coal  stoves 3.9 

Coal  oil  lamps  3.5 

Industrial  hazards  2.9 

Furnaces,  etc 2.4 

Smoking    2.2 

Candles,   etc 1.8 

Bush  fires 1.5 

Illuminating  gas    1.3 

Hot  ashes  1.1 

Spontaneous  combustion    0.8 

Grease,  oil,  etc 0.7 

Grate   fires    0.6 

Bonfires     0.4 

Fireworks   0.3 

Steam  pipes  0.3 

From  these  figures  it  is  manifest  that  the  majority  of  fires  (probably  over  75 
per  cent,  arising  from  known  causes)  may  be  charged  to  inexcusable  ignorance, 
or  to  sheer  carelessness.  This  fact  appears  to  have  led  to  the  belief  that  fires 
.  can  be  largely  prevented  by  public  education,  and  that  with  any  reduction  in  the 
number  of  fires,  the  losses  will  be  correspondingly  diminished.  This  argument  does- 
not,  however,  hold  true,  owing  to  the  fact  that  the  extent  of  damage  caused  by 
a  fire  entirely  depends  upon  the  place  where  the  outbreak  occurs,  and  the  means 
available  for  its  speedy  control.  Investigation  shows  that  the  total  volume  of 
fire  waste  is  made  up  of  a  small  number  of  large  fires,  and  a  large  number  of 
insignificant  fires.  It  was  stated  before  me  that  approximately  73  per  cent,  of 
all  fires  occur  in  residential  and  other  non-hazardous  properties  where  each 
individual  loss  is  obviously  small;  17  per  cent,  occur  in  the  lesser  mercantile 
establishments,  such  as  retail  stores,  and  not  over  10  per  cent,  occur  in  large 
mercantile  establishments,  and  industrial  plants.  Approximatel}-"  60  per  cent,  of 
the  total  fire  waste  is  caused  by  less  than  5  per  cent,  of  the  number  of  fires.  These 
figures  indicate  that  the  most  practical  manner  in  which  to  set  about  attempting 
to  reduce  the  volume  of  fire  loss  in  Ontario,  is  to  control  the  outbreak  and  spread 
of  fires  in  the  more  valuable  properties  and  in  congested  districts.  Upon  this 
point  I  wish  to  place  especial  emphasis,  as  my  recommendations  in  respect  to 
fiire  prevention  are  largely  based  thereon. 

I  am  strongly  of  the  opinion  that  a  general  diffusion  of  effort  in  attempting 
to  prevent  all  fires  is  less  likely  to  accomplish  reduction  of  the  fire  loss  than  a 
concentration  of  effort  upon  preventing  and  controlling  the  spread  of  fires  in 
situations  where  large  losses  are  likelv  to  occur.  <i^^^-^' 
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SIGXIFICAXCE  OF  FIRE  LOSS. 

While  the  majority  of  all  fires  are  due  to  carelessness  this  fact  does  not  prove, 
as  is  so  frequently  stated,  that  the  Canadian  people  are  by  nature  the  most  careless 
in  the  world.  Under  existing  conditions  it  is  undoubtedly  true  that  insurance,  by 
securing  the  individual  against  possible  loss  has,  to  a  large  extent,  undermined 
carefulness  in  regard  to  his  property,  but  the  majority  of  people  are  not  naturally 
careless. 

This  fact  leads  to  the  conclusion  that  legal  and  moral  responsibility  should 
be  so  fixed  that  the  careless  cannot  distribute  the  consequences  of  their  negligence 
among  the  prudent  and  careful.  This  idea  was  emphasized  in  the  evidence  before 
me  where  it  was  pointed  out  that  our  great  fire  loss  cannot  be  remedied  until 
the  individual  who  has  a  fire  is  considered  as  an  enemy  of  the  community,  and 
dealt  with  accordingly ;  that  it  is  not  to  the  man  who  has  the  fire  that  sympathy 
is  due,  but  to  those  who  do  not  have  fires  and  who  suffer  by  and  pay  for  the 
losses.  And  it  was  urged  that  thet  most  effective  means  of  fire  prevention  was 
to  provide  that  the  individual  who  has  had  a  fire  should  be  placed  in  'the  proper 
position  of  an  enemy  to  his  fellow  citizens,  and  that  he  should  be  made  responsible, 
where  unable  to  prove  that  it  was  not  by  his  own  carelessness  or  neglect  that 
the  fire  happened,  both  for  the  cost  of  extinguishing  the  fire  and  for  any  damages 
done  to  the  property  of  others.  In  other  words,  that  the  aim  should  be  to  change 
entirely  the  general  point  of  view  from  which  fire  losses  are  now  looked  at,  so 
that  the  one  who  has  no  fire  will  be  regarded  as  a  good  citizen  and  the  one  to 
be  protected,  while  on  the  other  hand,  he  who  permits  his  property  to  burn  will 
be  regarded  as  stealing  from  the  wealth  of  the  community  and  to  be  dealt  with 
accordingly. 

EXTSTIXG  FIRE  PREVEXTIOX  METHODS. 

The  influences  that  are  at  present  being  brought  to  bear  upon  fire  waste 
conditions  in  Ontario,  may  be  briefly  summarized  as  (a)  Educational,  (b)  Finan- 
cial, (c)  Compulsory. 

(a)  During  recent  years  the  public  press  has,  with  increasing  frequency,  ■ 
directed  attention  to  the  deplorable  fire  waste  conditions  existing  in  Canada, 
and  has  very  generally  attempted  to  arouse  public  opinion  upon  the  matter.  In 
addition,  the  National  Fire  Protection  Association,  an  American  organization 
with  a  Canadian  Committee  and  numerous  members  throughout  Ontario,  has  very 
widely  disseminated  its  literature  dealing  with  fire  hazards  and  their  removal 
or  safeguarding.  So  far  as  the  results  of  this  educational  propaganda  are  con- 
cerned, I  cannot  discover,  that  any  appreciable  improvement  has  been  brought 
about.  Moreover,  I  am  of  the  opinion  that  any  effort  of  a  purely  educational 
nature  will  fail  in  reducing  the  fire  waste  to  any  large  extent,  owing  to  the  fact 
that  this  form  of  appeal  does  not  really  reach  the  root  of  the  situation.  This 
conclusion  appears  to  have  been  arrived  at  by  many  who  have  given  the  matj;er 
careful  thought.  The  following  quotation-  expresses  the  trend  of  mind  of  those 
best  informed,  as  to  the  results  and  possibilities  of  fire  prevention  education : — 

"  Two  score  years  have  come  and  gone  since  the  modern  fire  prevention 
movement  began.  Numerous  interests  have  been  at  work  independently  and 
collectively  all  these  years,  endeavouring  to  reduce  the  size  of  the  annual 
ash  heap,  but  with  no  perceptible  success.  In  plainer  words,  the  ratio  of 
fire  loss  to  the  value  of  property,  is  substantially  what  it  was  forty  years  ago. 
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With  money,  brains  and  labour,  we  have  merely  offset,  by  all  these  years, 
the  hostile  forces  that  have  been  tending  to  increase  the  fire  waste.  What 
is  more,  there  is  nothing  in  sight  to  warrant  one  to  expect  startling  achieve- 
ments along  the  lines  of  conserving  human  lives  and  physical  property.  No 
concrete  gain  will  be  derived  from  fire  prevention  so  long  as  it  remains  in 
the  realm  of  persuasion  and  moral  education,  instead  of  being  assigned  to 
the  realm  of  individual  duty,  enforced  by  the  sanction  of  the  law  and  effective 
public  opinion.  It  would  not  do  to  discourage  these  efforts,  but  a  fundamental 
change  in  the  aims  and  methods  of  the  programme  of  fire  prevention  is 
needed.  The  best  authorities  on  the  subject  deprecate  the  waste  of  time 
educating  children  and  others  against  carelessness  that  may  result  in  fire. 
What  is  needed  is  not  to  educate  the  public  at  large  in  the  idea  that  fires 
are  accidents ;  but  that  in  a  majority  of  cases  fires  are  due  to  acts  or  omission 
of  individuals  who  are  responsible  for  the  costs  they  inflict  upon  the  com- 
munity at  large.  This  responsibility  should  be  brought  home  to  them  through 
the  application  of  the  law.  The  only  educational  work  of  use  in  fire  pre- 
vention is  that  of  showing  the  public  at  large  the  necessity  of  a  re-statement 
in  Statutory  form,  of  the  Common  Law  principle  of  legal  responsibility." 
I  agree  with  this  statement. 

(b)  A  more  tangible  influence  upon  the  conditions  which  are  responsible 
for  our  excessive  fire  loss,  is  the  financial  inducement  offered  by  Insurance 
Companies  for  the  improvement  of  property.  Superficially  considered,  it  would 
appear  that  Insurance  Companies  are  not  vitally  interested  in  the  prevention  of 
fires,  and  that  a  reduction  of  the  loss  is  of  little  consequence  since  they  must 
perforce  collect  from  the  public  sufficient  premiums  to  pay  all  claims  and  meet 
the  expenses  of  carrying  on  the  business.  Were  all  fires  prevented,  it  is  obvious 
that  insurance  would  not  be  required.  Even  with  a  marked  reduction  in  the 
fire  loss,  there  is  invariably  a  disposition  amongst  property  owners  to  reduce  the 
amount  of  insurance  they  carry,  and  this  in  turn  adversely  affects  the  turnover 
of  the  Companies.  While  these  facts  are  undeniable,  it  must  at  the  same  time  be 
recognized  that  the  Insurance  Companies  are  the  chief  exponents  of  systematic 
fire  protection/ and  that  their  methods  constitute  one  of  the  most  potent  influences 
now  affecting  the  safeguarding  of  property  from  fire.  This  action  on  the  part  of 
the  Companies  is  not  altogether  altruistic,  but  was  forced  upon  them  by  the 
frequency  with  which  conflagrations  in  this  country  Jeopardized  their  solvency, 
and  by  their  more  recent  adoption  of  schedule  rating,  under  which  insurance 
rates  are  built  up  of  definite  charges  and  credits  for  defects  and  improvements 
in  risks.  At  the  present  time  inspection  and  rating  as  carried  on  by  the  Tariff 
Companies,  through  the  Canadian  Fire  Underwriters'  Association,  and  the  very 
thorough  inspection  service  maintained  by  the  New  England  Mutuals  writing 
business  in  Ontario,  are  undoubtedly  of  considerable  benefit  to  property  owners 
throughout  the  Province.  However,  notwithstanding  the  work  of  these  agencies, 
it  does  not  appear  that  the  improvements  adopted  at  their  suggestion,  have  to  any 
great  extent  reduced  the  fire  loss.  It  is  only  reasonable  to  expect  that  compliance 
with  underwriters'  requirements  should  accomplish  this  result,  seeing  that  the 
Companies  themselves  are  willing  to  bargain  with  property  owners  by  offering 
reduced  premium  rates  to  secure  improvements.  This  practice  had  undoubtedly 
led  the  average  insured  to  regard  any  improvement  of  his  property  at  the  instance 
of  the  Underwriters,  as  a  business  proposition,  in  which  rate  concessions  may  pay 
a  handsome  dividend  upon  the  expenditure  involved.     Safety  from  fire  is,  in  a 
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large  measure,  disregarded,  unless  it  is  deemed  financially  advantageous.  If  a 
property  is  of  limited  value,  or  if  its  ownership  is  of  doubtful  permanency,  heavy 
costs  are  rarely  incurred  for  the  purpose  of  obtaining  lower  insurance  rates,  and 
the  owner  invariably  refuses  to  comply  with  any,  save  the  simplest  requirements. 
With  these  facts  before  me  1  am  led  to  conclude  that  no  very  substantial  reduction 
of  fire  loss  in  the  Province  can  be  expected  to  result  from  the  present  financial 
inducements  offered  to  the  public  by  the  Insurance  Companies.  The  vital  weak- 
ness of  the  system  is  that  there  is  complete  freedom  of  action,  in  which  safety 
from  fire  is  made  a  subject  of  barrier  between  two  contracting  parties,  and  indem- 
nit}-  for  loss  is  paid  to  the  full  value  of  the  policy,  without  any  consideration  as 
to  whether  the  destroyed  property  was  carefully  or  carelesssly  maintained.  It  is 
my  opinion  that  the  salutary  influence  of  schedule  rating  can  most  advantageously 
be  supplemented  and  reinforced  by  legislative  action  in  the  direction  of  compelling 
the  owners  of  property  to  safeguard  their  property  in  the  public  interest  quite 
apart  from  the  personal  advantage  which  they  secure  by  lowered  rates  of  insurance, 
(c)  The  compulsory  measures  that  at  present  have  bearmg  upon  the  fire  loss 
situation  in  Ontario,  are  confined  to:  (1)  Municipal  legislation,  under  powers 
conferred  upon  local  authorities  by  the  Ontario  Municipal  Act,  and  (3)  the 
provisions  of  the  Fire  Marshal's  Act. 

( 1 )  Under  the  Municipal  Act  local  authorities  are  empowered  to  pass  By-Laws 
establishing  certain  "measures  of  fire  protection  and  prevention.  The  majority 
of  Cities,  and  more  important  Towns,  have  adopted  such  By-Laws,  but  in  the 
smaller  Towns  and  Villages  throughout  the  Province,  little  action  has  so  far  been 
taken.  In  the  absence  of  model  forms  or  any  advisory  authorit}^,  local  ordinances 
lack  uniformity  in  their  provisions,  and  Municipalities  desiring  to  pass  legislation 
of  this  character  are  frequently  at  a  loss  to  know  how  it  should  be  framed.  In 
this  particular,  the  Standard  By-Law  of  the  Canadian  Fire  Underwriters'  Asso- 
ciation has  given  some  guidance,  and  many  of  the  existing  By-Laws  in  Ontario 
have  been  worded  according  to  this  model.  Whatever  may  be  the  character  of 
this  Municipal  legislation,  it  is  generally  recognized  that  it  is  inadequately 
enforced.  Local  By-Laws  are  subject  to  local  influences  that  make  difficult  any 
efficient  enforcement  and  this  is  especially  tn^e  of  building  By-Laws,  where  large 
sums  of  money  are  frequently  involved. 

(2)  The  Fire  Marshal's  Act,  1914,  as  amended  1916-1917,  mainly  provides 
for  the  collection  and  recording  of  information  concerning  fires  occurring  within 
the  Province,  and  for  the  investigation  of  their  causes,  with  a  view  to  suppressing 
those  of  incendiarj'  and  wilfully  careless  origin.  In  addition,  certain  limited 
powers  are  delegated  to  the  Fire  Marshal  to  examine  premises  and  to  order  the 
removal  of  combustible  material  and  other  conditions  which  may  endanger  the 
safet}^  of  property.  Xo  authority  is  given  the  Fire  Marshal  to  enforce  his  orders, 
but  in  case  of  non-compliance  therewith,  he  may  apply  to  a  Judge  of  the  Supreme 
Court  for  an  order  compelling  the  owner  or  occupant  to  carry  out  his  directions. 
Up  to  the  present  time  the  work  of  the  Fire  Marshal's  Department  has  been 
largely  confined  to  the  establishment  of  a  statistical  system  showing  the  number, 
extent,  distribution  and  causes  of  fire  losses  within  the  Province,  and  to  the  public 
investigation  of  fires  where  such  action  has  been  requested  by  Insurance  Companies 
and  Municipal  Officials,  or  where  fires  have  originated  from  suspicious  causes. 

The  recommendations  that  I  have  to  offer  are  here  submitted  under  the 
following  heads:  (1)  The  prevention  of  fires;  (2)  The  prevention  of  fire  loss; 
(3)  The  placing  of  responsibility  for  fires. 
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(1)  To  prevent  fires  it  is  necessary  to  ascertain  their  cause  and  the  circum- 
stances surrounding  their  occurrence.  At  the  present  time  the  local  assistants 
of  the  Fire  Marshal  (Chief  of  Fire  Departments  and  Clerks  of  Municipalities 
where  there  are  no  established  Fire  Departments)  must  report  the  occurrence  of 
fires  to  the  Fire  Marshal  but  there  does  not  appear  to  be  any  obligation  to  make 
an  investigation  into  the  circumstances  of  any  fire.  Persons  sustaining  losses 
by  fire  may  be  requested  by  any  assistant  of  the  Fire  Marshal  to  furnish  within 
seven  days  of  the  request  being  made,  whatever  details  may  be  necessary-  to 'complete 
the  return  called  for  by  the  Fire  Marshal.  Public  investigations  are  held  by  the 
Fire  Marshal,  his  deputy  or  deputies  (pro  tempore)  that  he  may  appoint,  into 
the  more  extensive  fires  and  those  arising  from  suspicious  causes,  or  when  he  is 
requested  so  to  do  by  insurance  companies  or  municipal  authorities.  If  the  full 
value  of  this  work  is  to  be  secured  I  am  of  the  opinion  that  investigation  should 
be  made  by  the|  local  assistants  of  the  Fire  Marshal  in  the  case  of  every  fire. 
(1)  This  preliminary  investigation  should  not  take  the  form  of  a  public  enquiry, 
but  the  local  Fire  Chief  or  Municipal  Clerk  should  visit  the  scene  of  every  fire 
occurring  within  the  limits  of  their  jurisdiction  and  should  closely  question 
the  occupant  or  occupants  of  the  premises  in  regard  to  the  circumstances  from 
which  the  fire  arose.  Such  investigation  should  be  made  within  three  days,  not 
including  Sundays,  of  the  occurrence  of  the  fire.  (2)  In  order  that  the  local 
assistants  of  the  Fire  Marshal  may  receive  early  notice  of  fires,  it  should  be  made 
obligatory  upon  the  owner  or  occupant  of  premises  where  a  fire  occurs,  to  give 
written  notice  to  the  local  assistant  Fire  Marshal  within  twelve  hours  of  the  fire 
having  taken  place.     (3) 

Refebences. 

(1)  In  'Rngland  police  officers  make  such  an  investigation  after  every  fire  and 
report  thereon  to  their  superior  officer.  In  many  European  countries  the  police  take 
charge  of  premises  where  a  fire  has  broken  out  and  insurance  money  cannot  be  collected 
by  the  owner  or  occupant  until  the  Chief  of  Police,  after  a  searching  investigation,  gives 
his  approval. 

(2)  The  Saskatchewan  Act  for  the  Prevention  and  Suppression  of  Fire  has  the 
following  provisions:  — 

"  7.  The  local  assistants  to  the  fire  commissioner  shall  investigate  or  cause  to 
be  investigated  in  a  general  way  the  cause,  origin,  and  circumstances  of  every  fire 
occurring  within  the  limits  of  their  respective  jurisdictions  by  which  property  has 
been  destroyed  or  damaged,  with  a  special  view  of  ascertaining  whether  such  fire 
was  the  result  of  negligence,  carelessness,  accident,  or  design. 

(2)  Such  investigation  shall  be  begun  within  three  days,  not  including  Sunday, 
of  the  occurrence  of  the  fire.  The  local  assistant  shall,  immediately  after  such 
investigation,  furnish  to  the  fire  commissioner  on  a  form  to  be  supplied  by  the 
latter,  a  written  statement  of  all  the  facts  relating  to  the  cause  and  origin  of  the 
fire  that  can  be  ascertained,  and  such  further  information  as  may  be  called  for  by 
the  form. 

(3)  The  fire  commissioner,  his  denutv  and  local  assistants  shall  have  authority 
at  all  times,  by  day  and  night,  in  the  performance  of  the  duties  imposed  upon  them 
bv  this  Act  or  anv  regulation  therpunrler  to  enter  in  and  upon.  anr\  to  e^q-mine,  any 
building  or  premises  adjoining  where  a  fire  has  occurred,  and  other  buildings  and 
premises  adjoining  or  near  the  same  deemed  necessary  in  connection  with  an 
investigation." 

(3)  In  Wisconsin,  a  small  form  is  attached  to  insurance  policies,  and  the  assured 
must,  in  case  of  loss,  give  immediate  written  notice  to  the  Fire  Marhal.  When  there  is 
a  paid  fire  department,  a  notice  must  be  sent  to  the  Fire  Chief. 
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BUILDING  SUPERVISION  AND  PEOVINCIAL  INSPECTION. 

1  am  of  opinion  that  in  addition  to  the  authority  now  conferred  on  Muni- 
cipalities by  the  Municipal  Act  there  should  be  created  a  Central  Provincial 
Board,  co-operating  with  the  Fire  Marshal.  It  should  be  composed  of  practical 
experts  and  business  men,  and  should  embrace  at  least  one  architect  of  experience. 
This  Board  should  formulate  and  enforce  minimum  requirements  in  respect  to  the 
more  important  features  of  building  construction,  fire  protection  and  fire  pre- 
vention. If  authority  were  provided  by  Statute  the  regulations  recommended 
by  this  Board  could  be  promulgated  from  time  to  time  by  Order  of  the  Lieutenant- 
Governor  in  Council,  and  could  be  amended  and  altered  from  time  to  time  in 
such  a  manner  as  to  adapt  them  to  the  varying  exigencies  and  needs  of  different 
localities.  The  system  would  thus  be  much  more  flexible  than  if  an  attempt  were 
made  to  establish  by  Statute  a  cast-iron  code.  As  an  illustration  of  the  benefits 
which  might  accrue  from  such  a  provision,  I  refer  to  the  specific  and  highly 
pertinent  evidence  of  Mr.  E.  J.  Lennox.  Architect,  reported  in  Volume  IV  of 
the  Evidence,  on  page  1,568.  The  regulations  so  promulgated  would  be  of  Pro- 
vincial application,  and  they  would  not  limit  or  override  the  existing  legislative 
powers  exercisable  by  local  authorities,  but  would  merely  impose  certain  simple 
and  inexpensive  requirements  which  might  be  supplemented  by  additional  pro- 
visions as   stringent   as   appeared  to   the   Municipal   Council   to   be   desirable. 

It  does  not  fall  within  the  province  of  this  Report  to  make  specific  recom- 
mendations as  to  the  provisions  in  a  Building  Code,  but  I  draw  particular  atten- 
tion in  this  connection  to  the  recommendations  which  the  Manufacturers'  Associa- 
tion have  made  for  preventing  fires.  (Appendix  7.)  If  a  Board  such  as  I 
suggest  is  appointed,  these  recommendations  should  receive  its  prompt  and  careful 
attention. 

ADDITIONAL  INSPECTION  OF  RISKS. 

At  various  times  and  from  various  sources  suggestions  and  recommendations 
have  been  made  during  the  Sittings  of  the  Commission  as  to  the  best  means  of 
furnishing  the  Public  with  the  information  necessary  to  enable  them  to  keep  their 
rates  as  low  as  possible.  Such  efforts  all  look  in  the  direction  of  improving 
the  risk  and  lessening  the  fire  loss. 

One  suggestion  is  that  the  Canadian  Fire  L'nderwriters'  Association  should 
maintain  a  larger  staff  of  Inspectors  to  periodically  and  continuously  inspect 
ordinary  unsprinkled  risks  and  notify  the  owners  of  dangerous  conditions  and 
of  improvements  that  ought  to  be  made,  cancelling  risks  where  necessary  if  the 
suggestions  are  not  adopted,  and  lowering  the  rate  where  that  is  warranted  by  the 
improvement  made.  I  think  that  this  suggestion  is  worthy  of  consideration 
and  that  if  necessary  an  increase  in  rates  sufficient  to  meet  the  cost  of  this 
additional  inspection  would  not  be  objectionable  to  the  insuring  public. 

I  hazard  this  conjecture  in  consequence  of  the  emphasis  wliich,  throughout  the 
whole  of  the  evidence,  was  laid  by  witnesses  upon  the  great  value  of  the  inspection 
of  sprinklered  risks.  As  I  have  indicated  in  another  part  of  this  Report,  the 
principal  efforts  of  such  inspectors  ought  to  be  directed  to  the  prevention  of  large 
fires  in  congested  districts. 

Another  suggestion  for  accomplishing  the  same  object  is  that  a  staff  of 
Government  Inspectors  should  he  established  for  the  purpose  of  going  through 
the   Province   on   tours   of   inspection    and    checking   the   operations   of   the   local 
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officials  with  the  view  of  making  sure  that  the  regulations  respecting  construction 
and  maintenance  of  buildings  are  being  enforced.  It  is  further  suggested  that 
these  public  Inspectors  should  be  at  the  service  of  the  insuring  public  at  stated 
charges  when  required  to  make  inspections,  give  advice  on  rates,  construction,  etc. 
Whether  additional  inspection  is  undertaken  by  the  Insurance  Companies 
or  not,  1  am  of  opinion  that  the  Board  above  suggested,  or  the  Fire  Marshal 
if  there  is  no  Board,  should  be  provided  with  a  staff  of  inspectors  to  travel  over 
the  Province  and  enforce  the  regulations  of  the  Board.  Both  the  Board  itself  and 
the  inspectors  appointed  under  it  should  be  appointed  on  the  basis  of  expert 
knowledge  rather  than  political  affiliations.  This  Provincial  inspection  and  en- 
forcement should  cover  the  local  Municipal  regulations  as  well  as  Provincial 
requirements. 

(2)  Dealing  next  with  the  question  of  the  Prevention  of  Fire  Loss,  I  find 
that,  speaking  broadly  and  generally,  the  equipment  of  fire-fighting  in  Ontario 
compares  favourably  with  that  in  other  places.  I  was  attended  by  a  representative 
of  the  Associated  Fire  Chiefs  of  the  Dominion,  who  submitted  important  recom- 
mendations which  appear  as  Appendix  No.  8  to  this  Report.  Some  of  these 
recommendations  appear  manifestly,  on  their  face,  to  be  highly  desirable:  with 
respect  to  others  I  could  make  no  recommendation  without  the  advantage  of  a 
discussion  of  the  pros  and  cons  by  those  who  are  interested.  I  attach  these  recom- 
mendations in  the  form  of  Appendix  No.  8  so  that  they  may  be  conveniently 
available  for  consideration  if  it  is  determined  to  appoint  an  expert  Committee 
such  as  I  have  suggested. 

(3)  Placing  on  Individual  Responsibility  for  Fires.  Having  regard  to  the 
facts  which  appear  in  the  foregoing  sections  of  this  Report,  viz.,  that  fire  loss 
in  Canada  is  greater  than  in  any  other  part  of  the  world,  that  the  loss  in  Ontario 
is  greater  than  in  any  other  Province  of  Canada,  and  that,  notwithstanding 
past  efforts  towards  fire  prevention  the  loss  continues  to  increase,  strong  measures 
are  demanded  if  this  drain  on  the  resources  of  the  Province  is  to  be  lessened. 
There  can  be  little  doubt  that  if  by  law  each  individual  in  the  community  can 
be  effectively  impressed  with  the  fact  that  he  will  be  held  personally  liable  for 
loss  resulting  from  his  own  carelessness,  and  that  he  is  personally  incurring  grave 
financial  risk  when  careless  about  fire,  it  would  have  considerable  effect  in  correct- 
ing carelessness  and  in  reducing  the  fire  loss.  Acting  on  this  view,  the  National 
Fire  Protection  Association,  an  American  organization  with  an  extensive  Canadian 
branch,  in  1915  submitted  to  the  Legislatures  of  many  of  the  American  States 
a  Draft  Act  as  follows : — 

"  Section  1.  Any  person,  persons  or  corporation  for  any  fire  caused  by, 
resulting  from,  or  spreading  by  reason  of  (the  negligence  of  such  person,  persons 
or  corporation  or)  the  non-compliance  with  any  law  or  ordinance  or  lawful  regula- 
tion or  requirement  of  or  by  any  state  or  municipal  authority,  shall  be  liable: 
(1)  for  all  loss,  expense  or  damage  caused  by  or  resulting  from  such  (negligence 
or)  non-compliance:  and  (2)  for  any  expense  incurred  by  any  municipal  or 
other  governmental  agency  in  extinguishing  or  attempting  to  extinguish  any  fire 
so  caused,  resulting  or  spreading. 

"  Section  2.  In  all  actions  against  such  person,  company  or  corporation  for 
the  recovery  of  damages  on  account  of  any  loss  or  injury  to  any  property,  real 
or  personal,  occasioned  by  fire  communicated  from  property  owned  by  one  party 
to  property  owned  by  another  party,  the  fact  that  such  fire  was  so  communicated 
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shall  be  sufficient  evidence  to  charge  the  occupant  of  the  property  in  which  the 
fire  originated  with  negligence,  and  place  the  burden  of  proof  upon  him. 

•*  Sectig^t  3.  This  Act  shall  take  effect    .     .     .     ."  ■ 

Broad  questions  of  public  policy  arise  in  regard  to  the  passing  of  such  an 
Act,  and  it  would  widely  affect  the  community.  I  do  not  undertake  to  go  further 
in  this  report  than  to  recommend  its  careful  consideration  by  the  Legislature. 
I  therefore  submit  it  with  the  following  comments  and  statements  in  regard  to  its 
interpretation  and  to   the  present  state  of  the   law. 

Xoie  1.  The  History  of  the  Law  of  Negligence  in  regard  to  fire  is  admirably  detailed 
in  Beven  on  Negligence,  3rd  Ed.  at  p.  486,  et  seq. 

The  law  as  at  present  applicable  in  the  Pro\"ince  of  Ontario  is  considered  and  stated 
at  length  by  the  Court  of  Appeal  in  the  case  of  Furlong  v.  Carrol,  7  A.R.  at  145,  and  in 
Canada  Southern  Ry.  Co.  v.  Phelps,  14  S.C.R.  at  142. 

yote  2.  At  present  a  defendant  is  liable  to  his  neighbour  if  the  neighbour  can  prove 
that  the  fire  which  burnt  his  premises  originated  on  the  premises  of  the  defendant 
through  his  neqliqence  or  that  of  his  servants. 

It  is  usually  impractical  for  the  plaintiff  to  secure  evidence  of  such  negligence  and 
consequently  successful  actions  of  this  character  are  very  rare. 

The  effect  of  the  proposed  Act  would  be  to  shift  the  onus  of  proof  and  entitle  the 
plaintiff  to  recover  on  proving  that  the  fire  which  destroyed  his  premises  originated  on 
the  premises  of  the  defendant,  proof  of  actual  negligence  being  thus  eliminated  as  part 
of  the  plaintiff's  case.  The  neighbouring  occupant  (defendant)  would  then,  in  order  to 
establish  a  defence,  be  compelled  to  prove  affirmatively  that  this  fire  arose  or  spread 
through  accident  and  without  negligence  on  his  part. 

Xote  3.  Observe  specially  that  the  Draft  Act  deals  only  with  liability  of  the  occupant 
of  the  premises  on  which  the  fire  originated  and  does  not  purport  to  affect  owners  who 
are  not  in  possession.  The  legal  position  of  the  owner  not  in  possession,  whose  premises 
are  rented  or  are  vacant,  remains  exactly  as  it  is  at  present,  unaffected  by  this  legis- 
lation. 

Xote  4.  I  cannot  find  that  the  proposed  Statute  has  commended  itself  to  the  Legis- 
lature of  any  of  the  American  States  to  which  it  was  submitted,  in  such  a  way  as  to 
become  effective  in  law.  That  portion  of  it,  however,  which  renders  a  householder  liable 
for  the  expense  incurred  by  the  City  Fire  Department  in  extinguishing  a  fire  has  been 
passed  as  a  local  law  in  several  places. 

Exhibit  15  contains  a  draft  of  the  Act,  a  reference  to  the  law  in  France  and  other 
Continental  countries  and  the  arguments  in  its  favour  as  published  in  1915,  and  a  subse- 
quent pamphlet  published  by  The  National  Fire  Protection  Association  in  1917,  also  part 
of  Exhibit  15,  gives  further  details  of  recent  enactments. 

Miscellaneous  Points.  * 

The  foregoing  portion  of  this  report  covers  the  subject  of  Rates  and  Rate- 
making,  considered  especially  from  the  standpoint  of  reduction  of  premiums. 

In  addition  to  the  main  question,  a  number  of  miscellaneous  questions  were 
presented  to  the  Commission  for  consideration  and  report,  and  I  now  proceed  to 
deal  with  these. 

UNLICENSED  INSURANCE. 

A  phase  of  the  inquiry  to  wliirh  a  very  considerable  amount  of  attention  was 
directed,  related  to  the  suggestion  made  by  representatives  of  the  Tariff  Com- 
panies, that  all  premiums  paid  to  Unlicensed  Companies,  such  as  the  New  England 
ilutuals  and  the  American  Reciprocals,  ought  to  be  subject  to  a  tax  of  from  five 
to  ten  per  cent,  on  the  premium  paid,  beeause  the  Companies  who  take  cffit  an 
Ontario  license  are  subject  to  Provincial  and  Dominion  taxation,  and  because 
all  writers  of  insurance  within  tlie  Province  of  Ontario  ought  to  be  placed  on 
an  even  footing,  which  is  not  the  case  as  long  as  insurance  placed  with  foreign 
unlicensed  companies  pays  no  Ontario  taxation.     It  is  impracticable  to  tax  these 
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Companies  directly;  they  are  not  resident  in  Ontario,  have  no  assets  here,  and 
the  placing  of  insurance  with  them  is  supposed  to  be  done  either  by  the  Canadian 
manufacturer  going  to  New  York  or  Boston  hiriiself,  or  by  his  employing  a  broker 
in  one  of  these  cities,  who  there  procures  the  insurance  to  be  placed.  A  tax,  if 
imposed,  would  necessarily  be  levied  upon  the  Ontario  citizen  who  places  his 
insurance  with  these  Unlicensed  Companies. 

A  very  great  volume  of  evidence  was  adduced  before  me  on  this  point,  much  of 
it  looking  merely  in  the  direction  of  showing  how  beneficial  this  competition  has 
been,  and  to  how  great  an  extent  it  has  reduced  insurance  rates  in  Ontario, 
particularly  in  that  branch  known  as  Sprinklered  Insurance;  also  how  detrimental 
it  would  be  to  the  interest  of  this  class  of  insurers  if  a  tax  were  imposed  which 
interfered  with  the  competition  of  these  Companies.  That  their  competition  has 
reduced  rates,  and  has  introduced  a  superior  method  of  conducting  this  class  of 
insurance,  by  frequent  and  continuous  inspection,  and  has  resulted  in  lessening 
the  fire  risk,  is  admitted. 

I  have  already  expressed  my  view  that  competition  is  desirable,  and  that  no 
obstacles  should  be  placed  in  the  way  of  furthering  competition.  As  to  whether 
a  moderate  tax  levied  upon  Ontario  citizens  who  insure  abroad,  based  upon  the 
amount  of  the  premiums  paid  to  Unlicensed  Companies,  would  have  any  sub- 
stantially deterrent  effect,  seems  to  me  to  be  very  doubtful.  I  transcribe  the 
evidence  of  a  concrete  case  as  given  to  me  by  one  of  the  witnesses. 

"Q. — Mr.  Kirby,  what  does  your  actual  annual  payment  amount  to,  per 
annum?     A.  $387.50. 

Q. — I  was  trying  to  work  out  the  tax.  $387.50.  Under  present  condi- 
tions five  per  cent,  on  that  would  be  $19.37.  Well,  Mr.  Kirby,  the  payment 
of  a  tax  of  $19.37,  supposing  that  you  had  to  pay  it  directly,  would  not 
interfere  with  your  placing  your  insurance  with  the  New  England  Mutuals, 
would  it?  A. — Not  at  all,  sir;  we  are  not  averse  to  paying  taxes." 
Prima  Facie,  on  its  face,  the  suggestion  as  presented  l)y  the  Tariff  Com- 
panies has  appeared  to  me  to  be  fair  and  equitable. 

Certain  considerations  which  look  against  the  imposition  of  any  such  tax, 
readily  present  themselves.  The  amount  derivable  from  it  might  be  so  small 
as  not  to  be  worth  the  trouble  and  expense  of  collecting  it.  So  far  as  it  has  any 
effect  upon  the  insurance  business  in  Ontario,  it  would  tend  to  lessen  competition. 
The  fear  was  expressed  by  certain  witnesses  that  unless  very  specially  guarded, 
it  might  have  the  indirect  effect  of  sanctioning  and  legalizing  the  writing  of 
Unlicensed  Insurance  to  a  greater  degree  than  is  now  practised,  and  the  writing 
of  Unlicensed  Insurance,  of  an  entirely  different  character  than  that  to  which  I 
have  just  been  adverting.     It  seems  to  me  that  this  fear  is  groundless. 

It  also  appeared  before  me  in  evidence  that  a  short  time  ago  the  Tariff 
Companies,  under  the  name  of  The  All  Canada  Insurance  Federation,  approached 
the  Minister  of  Finance  at  Ottawa,  to  request  that  the  Federal  Government 
should  impose  a  tax  on  Unlicensed  Insurance.  The  reply  of  the  Minister  was  that 
the  question  had  been  very  fully  and  carefully  considered  in  1909,  when  the 
opinions  of  all  the  interested  parties  were  received  by  a  Committee  of  the  House, 
and  that  the  evidence  against  the  desirability  of  such  a  tax  had  been  so  decisive 
that  it  would  be  useless  to  re-open  the  discussion.  I  add  for  your  information, 
certain  extracts  from  the  evidence  of  the  General  Manager  of  the  Insurance 
Department  of  The  Canadian  Manufacturers'  Association,  which  summarizes  the 
arguments  against  the  imposition  of  the  suggested  tax. 
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''  The  principal  reason  for  tlie  establishment  of  the  Canadian  Fire 
Underwriters'  Association  was  doubtless  the  reduction  of  expense  in  the  opera- 
tion of  the  adhering  Companies,  and  to  that  extent  fire  insurance  rates  in 
general  must  benefit.  The  control  exercised  by  the  Association  and  its  mem- 
bers has,  however,  assumed  such  proportions  that,  but  for  the  very  limited  com- 
petition which  now  exists,  the  general  public  would  have  no  protection  against 
what  would  be  an  absolute  monoply.  The  volume  of  competition  existing  to- 
day, licensed  and  unlicensed,  is  a  useful  check  on  unduly  high  rates,  but  it  is 
not  nearly  adequate  except  in  the  case  of  first  class  sprinklered  risks.  There 
are  many  risks  in  Ontario,  the  value  of  which  is  so  great,  that  only  a  com- 
paratively small  proportion  of  the  insurance  can  be  placed  in  non-tariff 
companies,  licensed  and  unlicensed,  and  the  effect  of  such  conditions  is  usually 
reflected  in  the  rate.  On  unsprinklered  business,  the  volume  of  insurance 
which  can  be  written  in  licensed  non-tariff  companies  is  so  small  as  to  be 
almost  negligible  as  a  competitive  restraint  on  rates. 

"  Sufficient  evidence  has  already  been  given  to  show  the  importance  of 
unlicensed  competition  and  its  effect  on  tariff  rates,  and  the  Commissioner 
has  intimated  that  he  realizes  the  undesirability  of  restricting  or  discouraging 
it.  Jndeed,  conditions  would  be  greatly  improved  if  the  Eimount  of  inde- 
pendent competition  were  doubled  instead  of  reduced.  It  should  be  obvious 
that  any  tax  whatever  on  premiums  paid  to  unlicensed  companies  would 
exercise  on  such  competition  a  discouraging  effect  exactly  proportionate  to 
the  magnitude  of  the  tax.  I  estimate  that  the  average  reduction  from  tariff 
rates  on  insurance  placed  abroad  is  about  fifteen  per  cent.  In  some  cases 
it  is  higher  and  in  some  cases  lower,  but  for  every  risk  placed  at  20  per  cent, 
reduction,  there  is  probably  one  placed  at  10  per  cent,  reduction,  and  for 
every  risk  placed  at  30  per  cent,  reduction,  there  is  probably  more  than  one 
placed  at  actual  tariff  rates.  The  average  reduction  being  15  per  cent., 
therefore,  a  tax  of  5  per  cent,  on  premiums  would  reduce  the  efficacy  of 
unlicensed  competition  by  exactly  one-third.  There  is  an  Ontario  firm  which 
induced  the  C.F.U.A.  to  moderate  their  demands  by  placing  practically 
all  their  insurance  abroad  at  a  reduction  of  8  per  cent,  off  the  tariff  rates. 
A  tax  of  0  per  cent,  on  the  unlicensed  premiums  would  have  reduced  the 
value  of  that  competition  by  more  than  GO  per  cent.,  and  would  probably 
have  deterred  the  assured  from  taking  advantage  of  the  competition  at  all. 

"  In  speaking  of  the  discouraging  effect  which  a  tax  would  exercise  on 
unlicensed  competition,  I  have  in  mind  mainly  unsprinklered  risks  which  are, ' 
after  all,  in  the  majority.  A  firm  which  erects  a  plant  of  first  class  construc- 
tion and  equips  it  with  automatic  sprinklers,  can  take  advantage  of  unlicensed 
mutuals  or  Reciprocals  by  which  its  net  rates  are,  through  careful  selection, 
reduced  to  so  low  a  level  that  a  tax  of  5  per  cent,  on  the  net  premium 
would  not  perhaps  act  as  a  deterrent,  particularly  since  the  inspection  service 
of  the  Xew  England  Mutuals  appears  to  be  considered  as  being  worth  more 
than  the  tax.  In  the  case  of  insurance  placed  with  unlicensed  stock  com- 
panies and  Lloyds,  however,  that  is,  mainly  insurance  on  unsprinklered  pro- 
perty, the  total  amount  of  annual  tax  on  the  average  individual  risk,  would 
be  sufficient  to  act  as  a  great  check  on  the  value  of  the  competition,  and 
it  is  difficult  to  see  how  one  class  of  unlicensed  insurance  could  be  taxed 
and  not  another. 
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"  The  competition  of  unlicensed  companies  is  necessary  not  only  as  a 
check  on  high  rates,  but  as  a  means  by  which  property  owners  may  obtain 
forms  of  contract  which  the  C.F.U.A.  refuse  to  permit  their  members  to 
write.  Circumstances  often  arise  which  render  it  most  desirable  for  an 
assured  to  obtain  a  special  form  of  policy.  Individual  Companies  may  be  and 
frequently  are  perfectly  willing  to  grant  such  a  policy,  but  if  it  is  not  just  in 
accordance  with  C.F.U.A.  rules,  they  are  not  allowed  to  do  so,  and  the  assured, 
in  order  to  obtain  such  special  form  of  policy  is  driven  to  place  this 
insurance  abroad.  The  Underwriters  are  therefore  in  the  position  of 
declining  to  supply  something  that  can  be  obtained  abroad  but  at 
the  same  time  seeking  by  taxation  to  hinder  the  insurance  buyer  from 
going  abroad  to  fill  his  requirements.  In  asking  for  a  tax  on  Unlicensed 
insurance,  the  C.F.U.A.  complain  that  they  are  faced  by  serious  competition, 
and  they  intimate,  if  they  do  not  actually  state,  that,  since  licensed  companies 
are  taxed  by  the  Provincial  and  Dominion  Governments,  and  unlicensed 
companies  are  not,  the  latter  can  operate  under  a  lower  expense  ratio  and 
are  thus  virtually  protected  against  the  licensed  companies.  If  that  is  the 
case,  why  do  British  and  American  companies  take  out  licenses  in  Canada? 
The  reason  is  that  a  company  not  licensed  here  is  under  very  heavy  dis- 
advantages which  much  more  than  offset  the  taxes  payable  in  this  country. 
Among  these  disadvantages  are  the  facts  that,  being  unlicensed,  they  are  not 
regarded  so  favourably  by  Canadian  premium  payers;  that  they  cannot 
maintain  offices  here,  and  that  no  person  is  allowed  to  solicit  business  on 
their  behalf.  Without  active  solicitation,  no  company  can  obtain  a  large 
volume  of  premiums,  either  in  Canada  or  elsewhere." 

On  this  phase  of  the  inquiry  I  am  not  prepared  to  make  any  recommendation, 
but  submit  the  facts  as  stated  above  for  your  information  and  consideration. 

In  the  month  of  July,  1918,  a  further  suggestion  was  presented  to  me  through 
the  medium  of  the  Insurance  editor  of  Saturday  Night,  urging  the  inefficiency 
of  the  present  legislation  and  system  of  granting  permission  to  write  unlicensed 
insurance.  The  particular  Section  to  which  the  criticism  refers  is  Section  100  of 
the  Ontario  Insurance  Act,  which  provides  as  follows: — 

"  WTiere  the  Minister  is  of  opinion  that  insurance  or  sufficient  insurance 
of  property  cannot  be  obtained  with  registered  insurers  at  ordinary  or  reason- 
able rates  of  premium  he  may  from  time  to  time,  by  license  made  for  a  term 
not  in  any  case  extending  beyond  the  next  ensuing  30th  day  of  June,  authorize 
an  insurance  broker  named  in  such  license,  hereinafter  in  this  Section  called 
the  licensee,  to  effect  such  insurance  with  insurers  approved  by  the  Minister 
not  registered  under  this  Act,  and  not  transacting  business  in  Ontario  other 
than  such  as  is  transacted  under  the  authority  of  a  license  issued  under 
this  Section." 

The  complaint  is,  that  the  law  as  above  stated  and  as  administered  by  the 
Department  of  Insurance,  fails  to  protect  the  licensed  companies  by  an  investiga- 
tion as  to  whether  the  rates  obtainable  in  licensed  companies  are  reasonable  or 
not,  and  fails  to  protect  the  public  owing  to  insufficient  scrutiny  of  the  standing 
of  the  foreign  unlicensed  companies,  with  the  result  that  any  broker  can  place  as 
much  insurance  as  he  wishes  with  any  unlicensed  company,  the  only  restriction 
being  that  he  shall  pay  the  tax,  amounting  to  about  2  per  cent,  on  the  premium. 
The  present  law  apparently  looks  toward  the  granting  of  some  general  authority 
to  a  broker  to  place  unlicensed  insurance.  It  appears  to  me  that  there  should 
3  I.e. 
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l>e  a  specific  application  in  every  case,  made  to  the  Department,  anti  i)assed  upon 
it,  and  that  the  application  should  be  refused  unless  the  broker  who  is  applying 
satisfies  the  Department,  first,  that  the  insurance  required  cannot  be  obtained 
with  registered  companies  at  ordinary  or  reasonable  rates,  and  second,  that  the 
company  in  which  it  is  proposed  to  place  the  insurance,  is  solvent. 

It  is  suggested  that  every  unlicensed  company  desiring  to  be  on  the  list  as 
eligible  for  writing  this  surplus  insurance,  should  make  application  and  furnish 
the  requisite  information  beforehand,  so  that  tlie  Department  may  know,  without 
further  investigation,  that  it  is  a  fit  company  in  which  to  permit  unlicensed 
insurance  to  be  written.  This  prol)ably  is  an  excellent  suocgestion,  Imt  it  comes 
within  the  scope  of  Departmental  regulation  rather  than  Statutory  provision. 

It  is  further  suggested  that  any  policy  issued  by  an  unlicensed  company, 
under  the  provisions  of  Section  100,  should  be  deemed  by  Statute  to  incorporate; 
the  following  clause : — 

"  That  this  policy  shall  be  deemed  to  be  an  Ontario  contract  cognizable 
in  the  Courts  of  Ontario,  and  to  be  interpreted  according  to  the  laws  of 
Ontario,  and  that  notwithstanding  anything  herein  contained,  this  policy 
shall  be  subject  to  all  the  provisions  of  Sections  193  to  201  of  the  Ontario 
Insurance  Act,  in  the  same  manner  as  though  the  conditions  therein  contained 
were  specifically  set  forth  in  the  Policy. 

These  suggestions  appear  to  be  on  their  face,  desirable,  but  not  having  been 
debated  before  me  by  opposing  interests,  I  merely  recommend  them  for  careful 
consideration. 

RECIPKOCAL  OR  INTER-IXSURAXCE. 

I  was  attended  by  certain  insurers  in  this  Province  who  have  in  the  past 
been  accustomed  to  insure  outside  the  Province  in  a  form  of  insurance  known  as 
Reciprocal,  or  Inter-Insurance.  Many  features  of  this  class  of  insurance  are 
siuiilar  to  that  practised  by  the  Xew  England  Mutuals,  the  principal  difference 
being  that  in  the  case  of  the  Xew  England  Mutuals  the  insurance  is  effected 
by  an  Incorporated  Mutual  Company,  and  the  claim  of  the  insured  in  case  of  a 
Iross  i«  met  by  the  Corporation.  In  the  case  of  the  Reciprocals,  there  is  no 
Company;  the  whole  liability  rests  on  contract.  Each  of  the  Reciprocal  insurers 
covenants  and  agrees  with  every  other,  to  become  liable  in  the  event  of  loss,  for 
a  certain  sum,  and  the  remedy  in  case  of  such  loss  is  against  each  of  these  co- 
insurers,  under  the  terms  of  the  written  contract  which  he  has  signed. 

The  principal  insurers  in  Ontario  who  have  adopted  this  method  of  doing 
business,  are  lumbermen  and  certain  large  mercantile  firms,  and  the  evidence 
before  me  strongly  indicated  it  was  in  the  public  interest  that  insurers  should 
be  able  to  protect  themselves  in  this  manner.  The  view  which  I  have  already 
expressed  in  respect  to  Unlicensed  Insurance,  applies  to  this,  viz.,  that  nothing 
ought  to  be  done  which  would  preclude  competition  by  these  organizations. 

In  addition,  a  draft  Bill  was  presented  to  me  which  was  said  to  have  been 
passed  and  to  be  in  force  in  twenty-eight  of  the  United  States  of  America,  and 
I  have  been  asked  to  express  my  approval  of  that  Bill. 

Owing  to  the  nature  of  the  contract  of  Reciprocal  or  Inter-Insurance,  I  am 
of  the  opinion  that  it  is  something  which  comes  within  the  jurisdiction  of  the 
Province  of  Ontario,  rather  than  within  the  jurisdiction  of  the  Dominion,  as 
beirig  a  matter  of  property  and  civil  rights  within  the  Province.     Owing  to  the 
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• 
Tact  that  there  is  no  Insuring  Company,  and  to  other  considerations  which  readily 
appear  from  the  nature  of  the  business  itself,  it  is  not  readily  possible — in  fact, 
it  is  claimed  to  be  impossible — for  these  organizations  to  make  such  a  deposit 
with  the  Insurance  Department  as  is  called  for  by  The  Insurance  Act.  The 
necessity  for  a  deposit  being  made  with  the  Insurance  Department  arises  from  the 
necessity  of  making  certain  that  insurers  shall  receive  the  amount  of  their  loss 
ill  case  of  fire,  and  that  there  be  a  fund  available  in  the  hands  of  the  Government 
for  this  purpose  in  case  they  fail  to  do  so. 

Having  regard  to  the  financial  standing  of  the  class  of  insurers  who  make 
use  of  this  Reciprocal  or  Inter-Insurance,  it  appears  to  me  that  it  may  be  possible, 
after  careful  scrutiny  by  the  Superintendent,  to  relieve  them  on  prosper  terms 
from  the  necessity  of  making  the  deposit  called  for  by  The  Insurance  Act,  and 
that  the  legislation  which  they  seek  to  have  enacted  is  worthy  of  sympathetic  and 
thorough  consideration.  I  have  perused  the  Bill  submitted  and  no  criticisms  have 
presented  themselves  to  me,  but  the  matter  has  not  been  debated  before  me  in 
such  a  way  that  I  can  say  anything  further  regarding  it.  I  return  among  the 
lOxhibits  connected  with  the  evidence  taken,  the  Model  which  is  said  to  be  in 
force  in  twenty-eight  American  States,  and  also  the  Draft  Bill  which  was  lately 
j)resehted  in  the  House  of  Commons  at  Ottawa. 

Automobile  Insukance. 

During  the  course  of  the  Sittings  there  appeared  before  me  representatives 
of  the  Ontario  Motor  League,  who  presented  various  difficulties  and  questions 
which  they  had  encountered,  more  particularly  with  respect  to  the  form  of  the 
Policy  to  be  adopted.  I  was  also  attended  by  the  representative  of  the  Canadian 
Association  of  Automobile  Underwriters.  It  was  pointed  out  to  me  that  what 
the  Companies  at  present  write,  and  what  the  public  are  really  asking  for,  is  a 
Marine  Policy,  which  is  not  strictly  within  the  scope  of  my  inquiry.  Evidence 
was  given  before  me  dealing  with  the  various  kinds  of  Policies  which  are  at 
present  issued,  namely,  fire,  theft  and  a  transportation  policy. 

One  of  the  principal  difficulties  put  forward  by  the  representatives  of  the 
Motor  League  was  the  difficulty  that  has  arisen  because  some  of  the  Companies 
are  unable  to  include  in  their  Policy  the  somewhat  numerous  classes  or  kinds 
of  insurance  which  the  situation  calls  .for,  with  the  result  that  several  policies 
have  to  be  issued  and  the  combined  premium  is  very  large,  also  the  adjustment 
of  the  loss  may  become  somewhat  complex  and  confused.  With  respect  to  this 
question,  it  seems  to  me  that  the  matter  has  been  well  dealt  with  in  the  Dominion 
Insurance  Act.     In  that  Act,  Automobile  Insurance  is  defined  as  follows : — 

" '  Automobile  Insurance '  means  insurance  against  accidental  bodily 
injury  or  death  to  its  driver  including  insurance  against  loss  or  damage 
from  accident  to  or  injury  suffered  by  an  employee  or  other  person  caused 
by  an  automobile  for  Avhich  the  owner  is  liable ;  and  insurance  against  loss 
or  damage  to  property  from  an  accident  caused  by  an  automobile,  except 
by  fire;  and  insurance  against  loss  or  damage  to  an  automobile  by  accident, 
burglary  or  theft." 

And  at  Section  8,  Sub-sections  2  and  3,  as  follows: — 

(2)  "A  license  may  be  granted  to  a  Company  to  carry  on  any  one  or 
more  but  not  exceeding  six  of  the  following  classes  of  insurance,  that  is  to 
say,  fire  insurance,  accident  insurance,  automobile  insurance,  bond  insurance, 
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guarantee  insurance,  hail  insurance,  inland  transportation  insurance,  plate 
glass  insurance,  sickness  insurance,  sprinkler  leakage  insurance,  steam  boiler 
insurance,  tornado  insurance  and  weather  insurance." 

(3)  "A  license  may  on  the  report  and  recommendation  of  the  Superin- 
tendent approved  by  the  Treasury  Board,  be  granted  to  a  company  to  carry 
on  one  or  more  classes  of  insurance  excluding  life  insurance,  whether  men- 
tioned in  this  Section  or  not,  in  addition  to  the  classes  for  which  a  license 
may  be  granted  under  the  provisions  of  sub-section  two  of  this  Section,  but 
the  total  mimber  of  classes  for  which  a  license  may  be  granted  shall  not 
excee'd  ten." 

I  would  recommend  to  meet  this  difficulty,  the  enactment  of  similar  provisions 
lu  The  Ontario  Insurance  Act. 

The  other  question  which  was  debated  before  me  was  with  respect  to  the 
form  of  Policy,  and  the  terms  and  conditions  which  it  should  contain.  This 
has  formed  the  subject  of  a  great  deal  of  discussion  up  to  the  present  time,  and 
is  still  in  debate.  Motor  Insurance  being  a  somewhat  new  form  of  activity,  the 
terms  of  the  Policy  have  not  yet  reached  a  settled  or  customary  form,  and  in 
the  result  I  find  myself  unable  to  recommend  any  particular  form  of  Policy,  and 
think  that  the  time  has  not  yet  arrived  when  Statutory  Conditions  can,  with 
advantage,  be  settled  for  such  a  Policy.  In  my  opinion  it  will  be  desirable  to 
wait  until  the  parties  interested,  that  is,  the  Insurance  Companies  and  the 
owners,  have  more  fully  developed  a  form  of  contract  fair  to  both,  and  then  it  will 
be  in  order  for  the  Legislature  to  enact  such  Statutory  Conditions  as  ought  to 
be  incorporated  in  the  Policy,  subject  to  variations,  if  the  Court  deems  such 
variations  reasonable. 

CASUALTY  INSURANCE. 

The  same  remarks  that  I  have  made  with  respect  to  Automobile  Insurance 
apply  to  Casualty  Insurance.  I  am  informed  that  a  satisfactory  form  of  Policy 
for  Casualty  Insurance  has  been  drafted,  and  is  likely  to  be  accepted  and  adopted 
at  a  meeting  soon  to  be  held,  and.  when  that  has  been  done,  the  subject  would 
then  appear  to  be  ripe  for  consideration  by  the  Legislature  with  this  form  before 
it  as  a  basis  for  action,  but  so  far  as  the  matter  has  been  dealt  with  before  me,  I 
am  unable  to  make  any  more  specific  or  definite  recommendation. 

BOILER  INSURANCE. 

With  respect  to  Boiler  Insurance  the  position  is  similar;  no  difficulties  appear 
to  have  arisen,  and  no  complaints  were  made  before  me  with  respect  to  the  form 
of  the  policy.  Until  difficulties  appear,  I  would  recommend  that  no  legislation 
interfering  with  the  form  of  the  Policy  be  enacted.  I  shoiild  note,  in  connection 
with  Boiler  Explosion  Companies,  that  they  afford  an  example  somewhat  similar 
to  that  afforded  by  Sprinkler  Insurance,  of  the  great  benefits  of  continuous 
in.spection  of  a  risk,  and  advice  to  the  owner  with  respect  to  the  best  method 
of  avoiding  loss.  It  appeared  from  the  testimony  given  before  me  that  more  than 
60  per  cent,  of  the  total  premiums  collected  by  Boiler  Insurance  Companies  is 
expended  in  Inspection  and  Engineering  charges,  and  that  the  actual  loss  ratio 
of  all  these  Companies  for  the  last  ten  years,  is  not  more  than  7  per  cent,  of 
the  premium. 
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These  examples  indicate  to  my  mind  that  efforts  toward  fire  prevention  can 
most  effectively  be  made  in  this  direction,  viz.,  by  periodical  inspection  of  risks 
by  independent  and  competent  inspectors.  If  the  dangerous  condition  were 
regulai'ly  brought  to  the  attention  of  the  owners  by  competent  inspectors,  the 
natural  instinct  of  self  preservation  on  the  part  of  the  owner,  would  lead  to 
greater  care,  and  to  the  elimination  of  some  portion,  at  least,  of  the  present  fire 
waste.  Just  how  this  can  be  accomplished  at  the  present  moment  does  not 
clearly  appear,  but  I  note  it  at  this  juncture  because  it  is  admirably  exemplified 
by  the  experience  of  the  Boiler  Insurance  Companies. 

RATES  AND  RATE-MAKING. 

With  respect  to  Automobile  Insurance,  Casualty  Insurance  and  Boiler  Ex- 
plosion Insurance,  I  find  that  in  all  these  branches  of  Insurance,  there  exist 
Associations  similar  in  their  character  to  the  Association  known  as  "  The  Canadian 
Fire  Underwriters'  Association,"'  the  object  being  to  safeguard  the  interests  of 
the  Companies,  and  to  establish  and  maintain  rates ;  that  they  are  admittedly 
combines,  in  the  same  way  as  The  Canadian  Fire  Underwriters'  Association  is  a 
combine.  The  suggestions  hereinbefore  made  in  regard  to  State  supervision  and 
control  of  fire  rates,  applies  equally  to  these  Companies-,  and  I  would  recommend 
that  the  Statutory  Provisions  to  be  drawn  in  this  regard  should  be  of  a  general 
character,  applicable  to  all  insurance  of  property;  and  that  the  duties  of  the 
Superintendent,  in  the  way  of  supervision  and  control,  should  be  the  same  in 
respect  of  these  three  classes  of  insurance  as  with  respect  to  Fire  Insurance. 

UNIFORMITY  OF  INSURANCE  LAWS. 

A  representative  of  the  Canadian  Bar  Association  appeared  before  me,  and 
presented  for  consideration  a  form  of  policy  which  has  been  approved  by  the 
Canadian  Bar  Association  and  recommended  by  that  body  for  adoption  by  all 
the  Provinces  as  a  first  step  towards  introducing  uniformity  in  the  insurance 
laws  of  the  Provinces.  In  view  of  the  national  character  of  the  insurance  business 
and  of  the  recent  decision  by  the  Privy  Council,  such  uniformity  is  highly  desirable, 
and  any  recommendation  from  so  distinguished  a  body  as  the  Canadian  Bar 
Association  is  entitled  to  the  most  respectful  consideration. 

I  regret  however  to  report  that  I  am  unable  to  recommend  the  adoption  of 
this  suggestion.  The  form  of  the  Statutory  conditions  now  in  use  in  Ontario 
is  the  result  of  years  of  experience,  and  their  interpretation  has  been  established 
by  the  Courts.  They  recently  received  most  careful  revision  and  as  revised  have 
been  substantially  adopted  in  Manitoba,  Saskatchewan  and  Alberta.  These  con- 
ditions are  less  onerous  on  the  insured  than  the  conditions  of  the  proposed  uniform 
policy.  Most  important  of  all,  the  present  form  of  policy  appears  to  be  giving 
general  satisfaction  both  to  Companies  and  to  the  public.  Under  these  circum- 
stances changes  in  form  are  not  desirable  even  with  the  object  of  achieving  the 
ideal  of  uniformity. 

I  am  however  of  opinion  that  our  Insurance  Act  ought  at  the  earliest  con- 
venient opportunity  to  receive  a  general  and  thorough  revision,  and  as  I  have 
already  indicated  in  different  parts  of  this  Report,  I  think  that  unless  there  is 
some  very  substantial  contravening  reason  it  should  be  a  re-enactment  in  ipsissima 
verba  of  the  Dominion  Act  where  the  subject  to  be  dealt  with  is  the  same.     For 
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example,  with  respect  to  the  Statutory  provisions  governing  the  incorporation 
bv  Ontario  Authority  of  Joint  Stock  Fire  Insurance  Companies  and  other  com- 
panies insuring  property,  it  seems  to  me  that  the  plan  adopted  under  the  Dominion 
Insurance  Act  is  desirable,  namely,  that  such  companies  ought  not  to  be  incor- 
porated except  under  a  Special  Act  granted  by  the  Legislature  after  consideration 
of  the  whole  situatioii,  and  that  such  Act  as  in  the  case  of  Banks,  should  take 
a  simple  and  definite  form  prescribed  by  the  Statute,  leaving  the  Company  to 
be  governed  by  a  uniform  Code  contained  in  the  Insurance  Act.  In  this 
connection  I  refer  as  an  illustration  to  Sections  136  to  180  of  the  Dominion 
Insurance  Act  and  to  the  model  Bill  form  (F.)  scheduled  to  that  Act. 

ACTIONS  TO  RECOVER  CLAIMS  AGAINST  INSURANCE  COMPANIES. 

Among  other  amendments  to  the  Insurance  Act,  I  recommend  that  it  be 
enacted  that,  where  any  property  is  destroyed  by  fire,  all  Insurance  Companies 
against  whom  a  right  of  action  is  alleged  to  exist,  must  be  Joined  as  defendants 
in  any  action  brought  for  the  recovery  of  the  amount  of  the  loss,  so  that  all 
questions  connected  with  the  loss  may  be  settled  in  one  action,  and  unnecessary 
cost  avoided. 

I  further  recommend  that  in  the  case  of  every  insurance  of  a  factory  or 
mercantile  risk,  where  the  value  of  the  property  insured  exceeds  five  thousand 
dollars,  (or  such  other  sum  as  may  by  the  Legislature  be  deemed  proper)  it 
shall  be  obligators-  upon  the  person  insured  to  annually  take  stock,  and  a  duplicate 
original  of  the  stock  sheets  so  taken  shall  be  delivered  to  the  bank  with  whom 
the  insured  carries  on  his  banking  business,  and  shall,  free  of  charge,  be  preserved 
by  the  said  bank  until  the  next  succeeding  annual  stocktaking  takes  place,  and 
the  stock  sheets  thereof  delivered  to  the  bank,  whereupon  the  old  stock  lists  may 
be  returned  to  the  insured.  In  case  this  provision  is  not  complied  with  every 
presumption  shall  be  against  the  insured  in  proving  the  amount  of  the  loss. 

MUTrAL  FIRE  UNDERWRITERS'  ASSOCIATION. 

In  the  course  of  the  sittings  certain  points  were  presented  and  certain  recom- 
mendations were  made  by  the  Mutual  Fire  Underwriters'  Association.  The 
various  questions  raised  by  this  body  have  all  been  considered,  and  out  of  them 
I  recommend  the  following: — 

1.  That  no  policy  be  hereafter  written  by  any  Mutual  Company  for  a 
longer  period  than  three  (3)  years,  and  that  Section  192.  Sub-Sec.  1  be 
amended  accordingly. 

2.  That  all  Mutual  Companies  be  required  to  exact  a  cash  payment  at 
the  time  the  policy  is  written,  and  that  Sub-Sec.  5.  Section  141,  of  the  Act 
be  amended  accordingly. 

3.  That  Section  13.t  should  be  amended  so  as  to  preclude  a  director 
of  a  Mutual  Instirance  Company  from  acting- as  an  agent,  or  as  an  adjuster 
for  his  Company.     In  my  opinion  he  should  act  solely  as  a  director. 

4.  I  would  recommend  that  Section  128  of  the  Insurance  Act  be  amended 
by  adding  as  Sub-Sec.  3  the  provision  that  where  property  is  insured  by 
a  trustee  board,  any  person  duly  appointed  in  writing  pursuant  to  resolution 
of  the  Board,  mav  vote  on  its  behalf. 


1919  OATAHiO   iXSL  HAXCE  COMMISSION.  Sd 

5.  ^Yith  respect  to  the  request  ma4e  by  this  body  that  there  should  be 
Statutory  Conditions  dealing  with  the  installation  and  insuring  of  gasoline 
engines,  and  the  storing  of  automobiles,  and  that  Mutual  Companies  be 
allowed  to  insure  motors,  gas  engines  and  the  buildings  in  which  they  are 
stored,  I  am  unable  to  make  any  recommendation  either  for  or  against, 
as  only  one  side  of  the  question  was  presented  to  me,  and  I  recognise  that 
■  the  question  is  a  very  broad  one,  requiring  full  and  ample  consideration 
and  the  presentation  of  all  sides. 
I  am  unable  to  concur  in  the  other  ref^'ouimendaiions  of  this  body. 

WEATHER  IXSURAXCE. 

Certain  representations  were  made  to  me  by  representatives  of  the  Weather 
Insurance  Companies  doing  business  in  Ontario.  These  representations  appear 
at  pages  887  to  907  of  the  evidence,  but  subsequently  the  specific  relief  vv'hich 
they  sought  was  brought  up  for  consideration  in  the  legislature  and,  as  I  under- 
stand, the  matter  has  been  fully  dealt  with  in  the  Statutes  of  1918,  Section  34 
of  the  "  Statute  Law  Amendment  Act,''  so  that  I  make  no  further  reference  or 
recommendation  in  that  regard. 

PORT  ARTHUR  AXD  FORT  WILLIAM  AGEXTS'  ASSOCIATION 

GRIEVAXCE. 

On  the  6th  day  of  Xovember,  1916,  1  was  attended  by  representatives  of  the 
Association  of  Insurance  Agents  of  Port  Arthur  and  Fort  William,  who  presented 
a  claim  or  request  that  the  Ontario  Insurance  iVct  should  be  amended  so  as  to 
prevent  insurance  being  written  on  any  property  in  Ontario  unless  the  application 
for  such  insurance  was  made  through  an  agent  resident  in  Ontario. 

The  grievance  which  these  gentlemen  sought  to  remedy,  as  explained  by 
them,  is  that  the  insurance  on  large  quantities  of  wheat  which  are,  from  time 
to  time,  stored  in  the  elevators  at  Port  x\rthur  and  Fort  William,  is  placed  through 
the  medium  of  insurance  agents  resident  in  Winnipeg,  and  the  claim  of  the 
Port  Arthur  and  Fort  William  agents  is  that  they  ought  to  be  afforded  protection 
as  against  this  outside  invasion  of  their  privileges. 

The  Act  which  they  propose  is  returned  along  with  the  other  Exhibits 
mentioned  in  the  evidence,  and  the  basis  put  forward  by  these  gentlemen  is 
set  forth  on  pages  232-21:0  of  the  evidence.  Upon  the  best  consideration  that 
I  have  been  able  to  give  to  the  matter  I  do  not  think  that  either  the  insurers 
of  the  Province  or  the  Insurance  Companies  ought  to  be  hampered  in  the  manner 
proposed.  If  insurers  find  that  they  can  do  their  business  more  satisfactorily 
and  with  greater  effect  by  employing  agents  resident  in  Winnipeg  to  insure  their 
"wheat  while  it  is  in  transit,  I  think  they  ought  not  to  be  prevented  from  so 
doing:  on  the  other  hand,  if  an  Insurance  Company,  with  head  office  in  Montreal, 
but  with  a  license  to  do  business  in  Ontario,  is  asked  to  insure  wlieat  at  Port 
Arthur  or  Fort  William,  it  surely  ought  not  to  be  precluded  from  doing  so,  because 
the  agent  through  whom  the  application  happens  to  go  is  not  living  beside  the 
wheat.  My  best  opinion  is  that  if  the  Port  Arthur  and  Fort  William  aiiont> 
find  that  they  cannot  successfully  do  business  in  those  towns,  they  had  better 
move  to  Winnipeir,  but  that  the  example  set  by  the  Legislatures  of  Saskatchewan 
and  Manitoba,  in  interfering  with  the  freedom  in  the  transaction  of  business 
ouirht  not  to  be  emulated  or  followed  in  the  Province  of  Ontario. 
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EECAPITULATION. 

My  suggestioBS  and  recommendations,  as  embodied  in  this  Eeport,  may  be 
summarized  as  follows: — 

1.  Supervision  and  control  by  the  Province,  of  the  Canadian  Fire  Under- 
writers' Association,  in  the  manner,  and  to  the  extent  set  forth  on  pages  22  and 
23  of  this  Eeport. 

2.  Similar  supervision  and  control  of  all  other  rate-making  organizations 
in  the  Province  of  Ontario,  including  Associations  of  insurers  writing  Automobile, 
Casualty,  and  Boiler  insurance. 

3.  Prohibition  of  any  rate  whicli  discriminates  unfairly  between  risks  of 
essentially  the  same  hazard,  with  power  to  the  Superintendent  to  cancel  a  dis- 
criminatory rate. 

4.  Power  to  the  Superintendent  to  enquire,  mediate,  and  report  in  respect 
of  any  difference  respecting  any  insurance  matter. 

5.  That  all  Companies  be  required  to  keep  their  records  in  such  a  way  as 
to  classify  the  business  done  by  them  and  to  show  in  their  annual  returns  to 
the  Department  not  only  the  amount  of  business  done  in  the  Province,  and  their 
underwriting  profit  made,  but  also  the  profits  made  in  each  of  the  several  classes 
of  risks  assumed  by  them,  and  for  this  purpose,  that  a  form  of  return  be  agreed 
upon  and  settled  with  the  Dominion  Insurance  Department  so  that  the  return 
made  to  Ottawa  and  to  Toronto  may  be  identical. 

6.  A  real  scrutiny  and  examination  by  the  Insurance  Department  of  every 
applicant  for  a  license  as  agent,  broker,  or  adjuster,  as  to  his  fitness.  Eefusal 
to  grant  a  license  to  be  subject  to  an  appeal  to  a  Judge. 

7.  Power  to  the  Superintendent  of  Insurance  to  cancel  the  license  of  any 
agent,  broker,  or  adjuster,  for  cause. 

8.  The  annual  fees  payable  by  agents  to  be  increased  to  a  minimum  of  five 
dollars  ($5.00)  throughout  the  Province,  and  graded  upwards  from  that  figure, 
according  to  the  size  of  the  town  or  city,  to  a  maximum  of  one  hundred  dollars 
($100.00)  applicable  to  and  uniformly  throughout  the  city  of  Toronto. 

9.  Consideration  by  the  Legislature  of  the  desirability  of  limiting  commissions 
by  Statute. 

10.  Appointment  of  a  Board  of  Business  men  and  experts  to  co-operate  with 
the  Fire  Marshal  and  make  recommendations  which  may  be  given  the  force  of 
law  by  Order-in-Council,  with  respect  to  building  regulations  and  fire  prevention 
generally. 

11.  Additional  inspection  of  risks,  either  by  the  Companies  or  under  the 
direction  of  the  Board  and  Fire  Marshal,  or  both. 

12.  Compulsory  Annual  Stocktaking  in  certain  cases,  and  deposit  of  the 
stock  sheets  with  an  independent  custodian  outside  warehouse  or  factory. 

13.  Compliance  with  certain  of  the  suggestions  of  the  Mutual  Fire  Under- 
writers' Association,  as  set  forth  at  pages  74  and  75  of  the  Eeport. 

14.  Providing  that  where  any  action  is  brought  to  recover  on  a  claim  for 
loss,  all  insuring  Companies  shall  be  joined  as  defendants  in  one  action. 

15.  A  general  revision  of  the  Insurance  Act. 
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On  the  following  subjects  the  facts  were  investigated  and  are  submitted  in 
the  Report  without  recommendation: — 

1.  The  imposition  of  a  tax  on  all  unlicensed  insurance. 

2.  A  bill  authorizing  Reciprocal  of  Inter-Insurance  without  deposit. 

3.  Automobile  insurance. 

4.  Casualty  insurance. 

5.  Boiler  insurance. 

6.  An  Act  respecting  individual  liability  for  fires. 

7.  A  suggestion  that  policies  of  Unlicensed  Companies  writing  insurance 
in  Ontario  should  be  deemed  by  Statute  to  contain  the  clause  set  out  at  page  65  of 
this  Report. 

I  advise  that  the  following  suggestions  be  not  adopted : — 

1.  Form  of  a  uniform  policy  presented  by  the  Bar  Association. 

2.  Prohibition  of  insurance  of  property  in  Ontario  through  agents  resident 
outside  the  Province. 


All  of  which  is  respectfully  submitted. 


January  18th,  1919. 


C.  A.  Masten, 

Commissioner. 


4  I.e. 
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APPENDIX  No.  1 
Being  Copt  of  Commission  to  Eeport  ox  Insurance  Laws  of  Ontario. 

PROVINCE  OF  ONTARIO. 

George  the  F^ifth  By  the  grace  ol'  Ood  of  the  United  Kingdom  and  Cirtat 
Britain  and  Ireland  and  of  the  British  Dominions  beyond  the  Seas,  King,  Defen.ler 
of  the  Faith.  Emperor  of  India. 

To  The  Honourable  Cornelius  Akthui;  Masten,  of  the  City  of  Toioiito, 
one  of  the  Judges  of  the  Supreme  Court  of  Oiitario. 

GREETING. 

Whereas  pursuant  to  the  provisions  of  the  Pul)lic  Inquiries  Act,  Chaj).  18, 
R.  S.  0.  1914.  it  is  among  other  things  enacted  that  whenever  the  Lieutenant- 
Governor  in  Council  deems  it  expedient  to  cause  inquiry  1o  be  made  conce  iiing 
any  matter  connected  with  or  affecting  the  good  Government  of  Ontario,  o:'  the 
conduct  of  any  part  of  the  public  business  thereof,  or  of  tlie  administratiow  of 
justice  therein,  and  such  inquiry  is  not  regulated  by  any  special  law.  may,  by 
Commission,  appoint  a  person  or  persons  to  conduct  such  inquiry  and  may  confer 
the  power  of  summoning  any  person  and  requiring  him  to  give  evidence  on  oath 
and  to  produce  such  documents  and  things  as  the  Commissioner  or  Commis.-ior.ers 
deem  requisite  for  the  full  investigation  of  the  matters  into  which  they  are 
appointed  to  examine ; 

Now  Know  Ye  that  We,  having  and  rejiosing  full  trust  and  confidence 
in  you,  the  said  Cornelius  Arthur  Masten.  DO  FIEREBY  APPOINT  you  to  be 
Our  Commissioner  in  this  ])ehalf : 

( 1 )  To  enquire  into  and  report  upon  : — 

(a)  The  methods  by  which  Insurance  Companies  registered  or  licensed 
by  the  Province  of  Ontario,  their  representatives  ^r  agents,  transact  all  classes 
of  business  except  the  business  of  Life  and  Marine  Insurance,  but  more 
particularly  as  to  Fire  Insurance,  Automobile  Insurance,  Plate  Glass  Insurance, 
Boiler  Insurance  and  Accident  Insurance. 

(b)  The  methods,  rules,  regulations  and  practices  of  all  Associations 
of  such  Insurance  Companies  and  Associations  of  representatives  or  agents 
of  such  Insurance  Companies  with  regard  to  making,  promulgating,  enforcing 
or  controlling  rates,  commissions,  forms,  clauses,  contracts  or  the  ])lacing 
of  In.surance. 

(c)  The  advisibility  of  adopting  statutory  conditions  for  Automobile, 
Plate  Glass,  Boiler  and  Accident  Insurance  policies. 

(d)  The  existing  laws  of  Ontario  in  relation  to  the  foregoing  and  their 
practical  operation. 

(e)  The  existing  laws  in  Ontario  in  relation  to  unlicensed  Insurance 
and  their  practical  operation. 

(f)  Any  matter  arising  out  of  the  foregoing  which  it  is  necessary  to 
investigate  with  a  view  to  the  above  enquiries. 

(2)  To  make  such  recommendations  in  regard  to  tlie  above  as  he  may  think 
advisable. 
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And  We  Do  Eequibe  you  Our  said  Commissioner  forthwith  after  the  con- 
clusion of  such  inquiry  to  make  full  report  to  Our  said  Lieutenant-Governor 
touching  the  said  inquiry  together  with  all  or  any  evidence  taken  by  you  con- 
cerning the  same; 

To  Have,  Hold  and  Enjoy  the  said  office  and  authority  of  Commissioner 
for  and  during  the  pleasure  of  Our  Lieutenant-Governor. 

In  Testimony  Whereof  We  have  caused  these  Our  Letters  to  be  made 
Patent  and  the  Great  Seal  of  the  Province  of  Ontario  to  be  hereunto  affixed. 

Witness '•  His  Honour  Sir  John  Strathearn  Hendrie,  Knight  Com- 
mander of  Our  Most  Distinguished  Order  of  St.  Michael  and  St.  George, 
Commander  of  Our  Eoyal  Victorian  Order,  a  Colonel  in  Our  Militia  of  Canada, 
etc.,  etc.,  etc.,  Lieutenant-Governor  of  Oue  Province  of  Ontario. 

At  Ouk  Government  House  in  our  City  of  Toronto,  in  Our  said  Province 
this  Second  day  of  August,  in  the  Year  of  Our  Lord  One  Thousand  Nine  Hundred 
and  Sixteen,  and  in  the  Seventh  year  of  Our  Reign. 

By  Command: 

(Sgd.)  F.  Y.  Johns, 

Acting  Assistant  Provincial  Secretary. 


APPENDIX  No.  2 

Particulars  of  Sittings. 

Sittings  of  the  Commission  for  the  purpose  of  hearing  testimony  and  receiving 
information  and  argument  were  held  in  Toronto  on  the  following  dates : — 

1916.  August  29th,  October  10th  and  11th,  October  24th  and  25th, 
November  6th  and  7th,  December  5th  and  6th. 

1917.  January  29th  and  Februarv'  1st,  February  12th  to  15th,  inclusive, 
July  3rd  to  5th  inclusive.  October  0th  to  11th  inclusive,  December  18th  to  20th 
inclusive. 

1918.  April  29th  and  30th,  and  :\Iay  1st. 

Meantime  sessions  for  like  purposes  were  also  held  in  the  Cities  oi  London, 
Hamilton  and  Ottawa.  In  all,  public  sittings  were  held  on  thirty  days.  la 
addition  to  these  public  sessions  of  the  Commission,  much  time  has  been  devoted 
to  interviews  and  discussions  with  ftien  having  special  knowledge  of  the  various 
matters  under  consideration,  and  in  December  1918,  and  January  1919.  the 
Commissioner  visited  the  Cities  of  Boston  and  New  York,  and  received  valuable 
suggestions  and  information  from  the  Insurance  Commissioners  of  the  States 
of  Massachusetts  and  New  York,  frorn  Counsel  who  customarily  represent 
insurers,  from  leading  brokers,  and  from  representatives  of  rating  organizations 
and  Insurance  Companies  in  those  States. 

Notices. 

Preliminary  to  the  sittings,  the  following  Notice  was  published  in  the  Toronto 
Warld,  The  Globe,  The  Moil  and  Empire,  and  The  Monetary  Times  on  the  2oth, 
26th,  27th,  and  28th.  days  of  August,  1916,  and  marked  copies  of  the  issues  of 
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these  newspapers  were  sent  out  to  every  member  of  the  Provincial  Legislature, 
to  the  various  Boards  of  Trade  in  Ontario,  aud  to  all  the  Insurance  Companies 
registered  and  doing  business  in  the  Province. 

"Pursuant  to  the  provisions  of  'The  Public  Enquiries  Act/  E.S.O.,  1914, 
Cap.  18,  the  undersigned  has  been  appointed  a  Commissioner: — 
"  1.  To  enquire  into  and  report  upon, 

"  (a)  The  methods  by  which  Insurance  Companies  registered  or  licensed 
by  the  Province  of  Ontario,  their  representatives  or  agents,  transact  all  classes 
of  business  except  the  business  of  Life  and  Marine  Insurance,  but  more 
particularly  as  to  Fire  Insurance,  Automobile  Insurance,  Plate  Glass  Insur- 
ance, Boiler  Insurance,  and  Accident  Insurance. 

"  (b)  The  methods,  rules,  regulations  and  ])ractices  of  all  Associations 
of  such  Insurance  Companies  and  Associations  or  representatives  or  agents 
of  such  Insurance  Companies  with  regard. to  making,  promulgating,  enforcing 
or  controlling  rates,  commissions,  forms,  clauses,  contracts,  or  the  placing 
of  insurance. 

"(c)  The  advisability  of  adopting  statutory  conditions  for  Automobile, 
Plate  Glass,  Boiler  and  Accident  Insurance  Policies. 

"(d)  The  existing  laws  of  Ontario  in  relation  to  the  foregoing  and 
their  practical  operation. 

"  (e)  The  existing  laws  of  Ontario  in  relation  to  unlicensed  insurance 
and  their  practical  operation. 

"(f)  Any  matter  arising  out  of  the  foregoing  which  it  is  necessary 
to  investigate  with  a  view  to  the  above  enquiries. 

"  2.  To  make  such  recommendations  in  regard  to  the  above  as  he  may  think 
advisable.'' 

Public  jSTotice. 

Notice  is  hereby  given  that  a  sitting  will  be  held  in  the  Parliament  Buildings, 
Toronto,  Ont.,  on  Tuesday,  the  29th  instant,  at  eleven  o'clock  in  the  forenoon, 
for  the  purpose  of  considering  generally  the  subject  of  the  above  enquiry — grouping 
the  parties  to  be  heard,  determining  the  order  in  which  the  questions  will  be 
considered,  and  taking  the  evidence  in  })Ossession  of  the  Department  respecting 
the  matters  in  question;  making  further  appointments  and  considering  such 
further  matters  as  may  be  presented. 

All  persons  interested  in  the  above  enquiry  are  invited  to  attend  at  the  above 
time  and  place. 

Tickets  of  admission  to  the  Parliament  Buildings  may  be  had  on  application 
to  F.  Clitheroe,  the  Secretarv-  to  the  Commission,  at  the  Parliament  Buildings, 
Toronto,  Ont. 

Dated  at  Toronto,  Ont.,  this  23rd  day  of  August,  1916. 

(Sgd.)   C.  A.  Hasten, 

Commissioner. 


The  following  is  a  copy  of  the  letter  which  was  sent  to  the  Law  Society 
of  Upper  Canada,  and  letters  of  similar  import  were  written  to  the  Bar  Asso- 
ciations of  York,  Wentworth,  Carleton,  and  ^Middlesex, 
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Toronto,  July  13th,  1917. 
Dear  Sir, 

It  may  perhaps  have  come  to  your  notice  that  I  liave  been  appointed  a 
Commissioner  by  the  Ontario  Government  to  enquire  into  tlie  question  of  the 
insurance  Law  of  Ontario  (other  than  Life  and  Marine),  and  to  make  a  report 
to  the  Attorney  General  looking  toward  amendments  in  our  Insurance  Law. 

I  enclose  to  you.  a  copy  of  the  powers  and  duties  set  forth  in  the  Commission. 

I  know  it  has  not  been  the  practice  of  the  Law  Society  as  a  rule  to  take 
any  active  part  in  connection  with  the  work  of  such  Commissions,  but  if  Convo- 
cation should  care  to  appoint  a  Committee,  with  a  view  of  making  suggestions, 
I  should  be  very  pleased  to  receive  such  a  report  and  to  give  it  the  consideration 
which  it  would  deserve. 

If  I  receive  them  during  the  month  of  October,  or  even  in  November  next, 
it  would  probably  be  in  time  for  use  in  preparing  my  Eeport. 

Yours  truly, 

(Sgd.)   C.  A.  Masten, 

Insurance  Commissioner. 


This  letter  was  written  and  posted  to  the  Clerks  of  40  Municipalities. 

Toronto,  October  27th,  1917. 

Ontario  Insurance  Commission. 

Dear  Sir, 

I  append  to  this  letter  a  memorandum  setting  forth  the  subjects,  which, 
as  a  Commissioner,  I  am  now  iiivestigating  with  a  view  of  making  a  report 
thereon  to  the  Attorney  General  looking  towards  improvement  in  the  existing  laws. 

Some  of  the  questions  which  are  arising  upon  the  investigation  are  of  active 
and  immediate  interest  to  Municipal  bodies.  One  question  has  arisen  as  to  whether 
legislation  should  be  enacted  authorizing  the  Commissioner  of  Insurance,  on 
complaint  of  the  parties,  to  determine  whether  the  differences  in  insurance  rates 
between  different  places  is  justifiable  or  discriminatory.  This  proposal  is  opposed 
by  some  parties.  Other  suggestions  have  been  made  in  the  evidence  given  on 
behalf  of  the  Association  of  the  Fire  Chiefs  of  the  Province.  I  enclose  you  copy 
of  these. 

Under  these  ciicumstances  I  thought  it  desirable  to  address  this  letter  to 
you  in  order  that  your  Council  may  determine  whether  you  desire  to  be  heard 
before  the  Commission  in  answer  to  or  in  support  of  any  of  these  questions. 
If  you  desire  to  be  heard,  an  appointment  may  be  had  for  that  purpose  by  com- 
municating with  the  Secretary,  Mr.  F.  Clitheroe,  Parliament  Buildings,  Toronto, 
Out.  The  next  sitting  of  the  Commission  will  be  held  on  Monday,  November  6th, 
nt  the  Parliament  Buildings,  Toronto. 

Yours  very  truly, 

(Sgd.)   C.  A    Masten, 

Commissioner. 
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This  letter  was  written  and  posted  tu  the  Boards  of  Trade  of  li?  Cities 
and  Towns. 

Toronto,  October  2Uh,  1916. 

I 
Ontario  Ixsueance  Commission. 

Dear  Sir, 

1  append  to  this  letter  a  memorandum  setting  forth  the  subjects  which, 
as  a  Commissioner,  1  am  now  investigating  at  the  instance  of  The  Ontario  Govern- 
ment, with  a  view  of  making  a  report  thereon  looking  towards  improvement  of 
the  existing  laws. 

Some  of  the  questions  which  are  arising  upon  the  investigation  are,  I  think, 
of  active  and  immediate  interest  to  those  insurers  who  are  more  immediately 
represented  by  the  Boards  of  Trade.  One  question  which  has  arisen  is  whether 
legislation  ought  to  be  enacted  authorizing  the  Commissioner  of  Insurance,  or 
some  other  authorized  authority,  to  determine  on  complaint  of  any  parties  whether 
the  rate  charged  is  discriminatory ;  that  is  to  say,  whether  under  similar  conditions 
a  lower  rate  is  being  charged  to  other  insurers. 

Questions  are  also  arising  as  to  whether  or  not  the  Canadian  Fire  Under- 
writers' Association  has  been  acting  arbitrarily  and  uniformly  in  the  rates  which 
it  has  established  and  in  the  alterations  to  those  rates  which  it  has  from  time 
to  time  promulgated.  Other  suggestions  have  been  put  forth  on  behalf  of  the 
Association  of  Fire  Chiefs  of  the  Province,  and  I  enclose  you  copy  of  these. 

Under  these  circumstances  I  thought  it  desirable  to  address  this  letter  to 
you  in  order  that  your  Committee  dealing  with  such  matters  may  determine 
whether  you  desire  to  be  heard  before  the  Commission  in  answer  to  or  in  support 
of  any  of  these  questions.  If  you  desire  to  be  heard  appointment  may  be  had 
for  that  purpose  by  communicating  with  the  Secretary,  Mr.  F.  Clitheroe,  Par- 
liament Buildings,  Toronto.  Ont.  The  next  sitting  of  the  Commission  will  be 
held  on  Monday,  November  6th,  at  the  Parliament  Buildings,  Toronto. 

Yours  very  truly, 

(Sgd.)   C.  A.  Masten, 
!  Commissioner. 
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Report  on  the  Subject  of  Fire  Insurance  Rates 
and  Their  Control 

PART  No.  1 

AS    RELATED    TO    THE    SUBJECT   AVITHIN    THE    PROVINCE    OF 

ONTARIO. 

The  fire  insurance  business  of  the  Province  of  Ontario  is  transacted  by  a 
number  of  companies  which,  by  common  consent,  are  Icnown  as  "  Tariff ''  and 
"  Non-Tariff ''  companies — and  before  defining  these  terms  or  explaining  how- 
rates  are  made  and  maintained  it  will  be  well  to  present  a  synopsis  showing  how 
the  business  of  the  Province  is  divided  between  these  two  classes  of  companies. 

I  have,  therefore,  prepared  two  statements  which  clearly  show  the  distribution 
of  the  fire  insurance  business  of  the  Province,  and  it  should  be  clearly  understood 
at  the  outset,  that  by  "  fire  insurance  business  "  is  meant  the  premiums  paid  in 
cash  to  all  companies  on  the  Insurance  Register,  licensed  to  transact  such  business, 
excluding,  however,  the  strictly  mutual  companies,  about  seventy  in  number, 
whose  business  is  carried  on  on  the  assessment  plan,  which  have  not  been  con- 
sidered in  the  following  tables. 

Table  No.  1  showing  the  distribution  of  Ontario  business  at  various  periods 
since   1905   between   "  Tariff  ''   and  "  Non-Tariff "  companies. 


Year. 

No.  of  Co.'s 
on  Register. 

Tariff  Companies. 

Non-Tariff  Companies. 

No. 

Percentage. 

No.              Percentage. 

1905 

1910 

1912 

191.3 

49 

68 
86 

87 
88 

31 

34    ^ 
58 
62 
65 

79.09 
77.00 
80.56 
81.18 
81.57 

18 
24 
28 
25 
23 

20.91 
23.00 
19.44 
18.82 

1914 

18.43 

Table  No.  2,  showing  the  distribution  of  the  place  of  origin  of  the  companic:- 
on  the  Insurance  Register  as  at  June  30th,  1915,  classified  as  "Tariff'*  or  "  Non- 
Tariff '' companies. 


Place  of  Origin. 

No. 
on  Register. 

No. 
of  Tariff  Go's. 

No.  of 
Non-Tariff  Co's. 

Dominion  and  Provinces 

20 
16 
29 
23 

15 
2 

28 
20 

5 

Province  of  Ontario 

14 

British  and  French 

1 

United  States 

3 

88 

65 

28 

It  will  be  readily  apparent  from  a  study  of  these  tables  that  the  tariff  com- 
panies not  only  transact  by  far  the  largest  proportion  of  the  business,  but  that 
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it  has  been  one  of  almost  continuous  growth,  some  of  which,  it  must  be  understood, 
has  come  through  a  process  of  absorption  of  the  non-tariff  by  tariff  companies. 
Attention  may  be  drawn  to  the  fact  that  more  than  one-half  the  non-tariff  com- 
panies are  of  Ontario  origin.  Of  the  total  of  twenty-three  non-tariff  companies 
nineteen  are  operating  under  provincial  charters,  and  as  far  as  I  am  able  to 
ascertain  no  effort  has  been  made  to  induce  them  to  Join  the  Canadian  Fire  Under- 
writers' Association.  That  so  large  a  numlier  of  British,  French  and  United  States 
Companies  are  members  of  the  Canadian  Fire  Underwriters'  Association  demon- 
strates a  cohesion  of  important  interests  which  can  and  does  look  with  equanimity 
upon  competition  offered  by  companies  possessing  limited  resources  and  enjoying 
restricted  confidence  with  the  insuring  public. 

•  The  Term  "  Tariff  Companies  "  Defined. 

It  should  be  made  clear  that  the  term  "  Tariff  Companies  "  is  applied  to  those 
which  have  become  associated  together  as  members  of  the  "  Canadian  Fire  Under- 
writers' Association." 

The  Term  •'  Xon-Takiff  Companies  "  Defined. 

The  non-tariff  companies  have  no  organization  or  association  of  their  own, 
and  for  the  purposes  of  this  report  the  term  "  Non-Tariff  ('ompanies  "  may  be 

■  taken  to  include  all  companies  on  the  Insurance  Register,  licensed  to  transact  fire 
insurance,  Avhich  are  not  members  of  the  Canadian  Fire  Underwriters'  Association. 

Control  of  the  Fire  Insurance  Business  Held  by  Tariff  Companies. 

In  view  of  the  large  proportion  of  business  transacted  by  the  tariff'  companies 
it  is  necessary  that  I  should  present  a  clear  view  of  the  organization  known  as  tlie 
Canadian  Fire  Underwriters'  Association,  and  explain  the  plans,  powers  and  scope 
of  its  operations,  so  that  its  influence  upon  the  fire  insurance  situation  of  the 
Province  may  Ije  readily  determined;  for  the  control  of  the  business,  to  all  intents 
and  purposes,  lies  with  the  compaiiies  members  of  that  Association. 

History  of  the  Canadian  Fire  Underwriters'  Association. 

The  Canadian  Fire  Underwriters'  Association  was  organized  in  the  year  18S2 
as  a  voluntary  Association  of  Fire  Insurance  Companies,  was  not  incorjjorated  and 
still  remains  unincorporated.  It  held  its  thirty-second  Annual  Meeting  ;it  BliifT 
Point,  N.Y.,  24th  June,  1915.  At  organization  it  took  to  itself  very  limited 
powers;  its  principal,  if  not  sole  object," was  the  establishment  and  maintenance  nl' 
fire  insurance  rates  in  the  territory  under  its  jurisdiction  which  then,  as  now,  was 
confined  to  tlie  Provinces  of  Quebec  and  Ontario.  It  operated  for  several  years 
under  a  very  crude  system  of  rating  which,  however,  has  developed,  as  will  be 
more  fully  explained  later,  into  a  very  complex  and  complete  system. 

As  a  corollary,  an  extensive  inspection  service  has  been  instituted  which  is  so 
interwoven  with  the  rating  system  that  a  fuller  explanation  will  be  given  in  the 
section  of  the  report  devoted  to  that  branch  of  the  subject.     See  paragraphs  28-36. 

With  each  succeeding  year  it  has  enlarged  its  membership,  and  possibly 
because  no  attempt  has  been  made  to  place  its  activities  under  legal  restraint,  it 

■  :  has  materially  increased  its  scope  of  operations ;  it  has  in  recent  years  legislated 
{<^^^^m.  the  following  subjects : 
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The  regulation  of  the  remuneration  that  may  be  paid  to  agents  of  members. 

The  prohibition  of  dealing  with  non-tariff  companies. 

The  regulation  of  forms  of  insurance  and  of  special  clauses  and  endorsements. 

The  introduction  of  a  "  Stamping  System "  to  ensure  adherence  to  tariff 
rates,  and  rules. 

An  agreement  with  Chas.  E.  Goad  Company,  publishers  under  copyright,  of 
"Goad's  Plans"  to  withhold- their  sale  and  distribution  to  non-tariff  companies. 

The  expenses  of  the  Association  (raised  by  assessment  upon  the  members  in 
accordance  with  their  premium  income  in  the  territory  under  its  jurisdiction) 
have,  of  course,  grown  commensurately  with  its  increasing  activities,  and  refer- 
ence to  Exhibit  No.  1  (Financial  Statement  for  the  year  ending  December  31st, 
-1914,  presented  to  the  thirty-second  annual  meeting  held  on  June  23rd,  1915)  will 
give  full  information  of  its  income  and  outgo.  It  will  suffice  for  the  present  to 
remark  that  the  total  expenditure  for  the  year  1914  was  $221,164.71. 

In  order  to  obtain  a  true  perspective  of  the  Canadian  Eire  Underwriters' 
Association  as  an  organization,  a  survey  must  be  made  of  its  Constitution,  By-laws 
and  Eules  and  a  segregation  made  thereof  into  component  parts  as  tjiey  affect: 

1st.     The  Members  of  the  Body. 

2nd.     The  Eepresentatives  of  Members. 

3rd.     The  Agents  of  Members. 

and  I  shall,  therefore,  proceed  with  an  analysis  of  these  three  divisions  in  the 
order  named — in  this  way  alone  shall  we  be  able  to  get  a  knowledge  of  the  relation 
of  one  to  the  other  and  of  the  intricacies  by  which  each  is  bound  to  the  other  in 
the  operations  of  the  body  in  practically  controlling  the  fire  insurance  situation  in 
the  Province. 

I  am  filing  herewith  the  following  official  documents: 

(a)    Constitution   and  By-laws  of  the  Association,   being 

(6)  Pules  and  Pegulations  for  Agents,  which  are  contained  in  the  first  seven- 
teen pages  of  one  of  the  Tariffs  of  the  Association. 

(c)  Pules  governing  agency  appointments  and  the  payment  of  commissions 
ill  Ontario  outside  of  Toronto,  being  pages  19-22  inclusive,  of  the  second  part  of: 

((I)   The  same  in  relation  to  Toronto. 

(e)   The  same  in  relation  to  Montreal. 

N.B. — Exhibit  No.  5  is  filed  only  for  the  purpose  of  reference  and  not  as 
liaviti'i'  any  direct  bearing  on  the  scope  of  this  enquiry. 

1  should  explain  at  this  point,  that  there  is  much  similarity  between  the 
liy-laws  (Part  2  of  Exhibit  No.  2)  and  many  of  the  general  rules  and  regulations 
(Exhibit  No.  3).  It  will  make  this  condition  more  understandable  if  I  now  state 
that  the  by-laws  deal  with  principles  and  conditions  directly  affecting  the  agents' 
relations  to  the  insuring  public;  such  By-laws  are  also  inserted  in  the  General 
Pules,  although,  in  some  cases  they  are  slightly  altered  in  verbiage.  The  General 
Pules  it  must  also  be  stated  touch  upon  many  points  not  dealt  with  in  the  by-laws 
but  are  more  of  a  technical  or  detail  character.  I  refer  for  purposes  of  illustra- 
tion to  Pules  Nos.  5,  G,  9,  14,  15  and  so  on,  which,  altliough  not  by-laws,  arc 
equallv  binding  upon  members,  their  representatives  and  their  agents. 
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COXSTITUTIOX,  BY-LAWS  AXI)  RULES  OF  THE  ASSOCIATIOX. 

Powers  axd  Obligations  of  Members. 

The  Association  is  composed  of  Insurance  Companies,  not  of  individuals,  and 
tiiis  should  be  very  clearly  understood.  The  Companies  in  their  corporate  capacity 
must  be  represented  by  an  individual  for  legislative  purposes,  and,  usually  speak- 
ing, the  one  holding  the  Power-of-Attorney  as  Chief  Agent  is  possessed  of  voting 
power;   see   Article    6   of   Exhibit   2    (Constitution   and   By-laws). 

Application  for  membership  must  be, made  on  a  form  provided  for  that 
purpose  but  I  have  not  been  able  to  obtain  a  copy  of  such  form.  On  admission, 
the  member  elect 

^*' shall  be  required  to  sign  a  copy  of  the  Constitution  and  By-laws  of  the  Asso- 
ciation in  a  book  kept  by  the  Secretary  for  the  purpose,  and  such  signature  shall  he 
considered  as  binding  such  Company  not  to  violate  the  said  Constitution  or  By- 
laws   (Article    5   of    Exhibit    Xo.    2)." 

The  Constitution  and  By-laws  establish  the  powers  of  the  Association  and 
regulate  the  obligations  of  the  members  to  the  Association  and  to  each  other. 

The  objects  of  the  Association  are  stated  in  Article  3  in  the  following  words: 

Article  3,  Objects. — The  objects  of  the  Association  are  the  fixing  of  equitable 
rates  of  fire  insurance,  the  establishment  and  maintenance  of  departments  for  the 
inspection  of  mercantile,  manufacturing  and  other  risks,  of  municipal  water  works 
and  fire  appliances,  of  electrical  and  other  fire  hazards,  looking  to  the  reduction  of 
the  fire  waste  of  the  country  and  generally  to  the  promotion  of  the  interests  of  its 
members. 

With  a  fairly  full  knowledge  of  the  work  of  the  Association  and  after  a  very 
careful  study  of  the  records  of  their  official  transactions  I  have  reached  the  con- 
clusion that  the  maintenance  and  enforcement  of  rates  is  still,  as  it  wa?  in  the 
beginning,  its  chief  ol)ject:  that  the  maintenance  of  the  inspection  departments  i^ 
for  the  purpose  of  making,  applying  and  enforcing  such  rates  entirely  in  the 
interests  of  its  members.  The  reduction  of  the  fire  waste  may  follow  as  an  out- 
come of  their  activities,  but  these  have  not  been  adopted  with  the  reduction  of  tlte 
fire  waste  primarily  in  view  as  might  be  assumed  fiom  the  clause  quoted. 

This  conclusion  is  established  by  evidence  of  J.  A.  Robertson,  Secretary  of 
the  Canadian  Fire  T'nderwriters'  Association,  in  the  case  of  the  Dominion  Fire 
Insurance  Company  and  Chas.  E.  Goad,  et  al.,  which  subject  will  be  dealt  with  in 
a  later  stage  of  the  report.  Meanwhile  T  quote  from  Exhibit  Xo.  12  and  without 
further  comment  the  following  evidence: 

25.  Q. — Isn't  one  of  the  outstanding  features  of  the  Organization  a  unanimity 
of  charsring  rates?     A. — Oh  yes.      ^ 
-     26.  Q.— That  is  essential'?     A.— Oh  yes. 

27.  Q. — And  if  they  won't  asfree  to  bind  themselves  in  that  way  then  tl'.ey 
cannot  remain  members?     A. — Quite  so. 

28.  Q. — .\nd  those  that  are  members  of  this  Association  are  what  arc  cur- 
rently known  as  the  tariff  companies,  aren't  they?     A. — Usually,  yes. 

29.  Q. — And  the  non-tariff  companies  are  those  that  don't  bind  themselves  in 
that   way?     A. — Speaking  roughly,  that  is   it, 

30.  Q. — One  of  the  main  purposes  of  the  organization  is  to  secure  that  un- 
animity as   to  charge?     A. — I  wouldn't  exactly  say  that. 
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31.  Q. — I  thought  that  was  practically  its  purpose?  A. — It  follows  from  our 
methods,  because  the  Association  is  supported  for  the  sake  of  inspection  in  the 
main,  and  inspection  by  one  Association  means  economy,  of  course,  as  compared 
with  it  being  done  by  seventy,  and  as  they  all  support  that  organization  it  is 
advisable  that  the  rates  put  out  by  that  organization  should  be  followed.  That 
really  follows  the  operation  of  the  Association. 

32.  Q. — So  that  really  the  organization  secures  an  economical  carrying  out  of 
the  insurance  business?     A. — The  inspection  part  of  the  insurance  business. 

33.  Q. — If  they  w^ant  to  take  advantage  of  that A. — they  must  con- 
form to  the  matter  of  rates. 

Further  and  most  conclusive  evidence  imposing  a  most  rigid  adherence  to 
tariff  rates  on  the  part  of  the  members,  their  representatives  and  agents  is  found 
in  Section  Xo.  10  of  the  By-Laws   (Exhibit  Xo.  2)  which  reads  as  follows: 

Section  10,  Ratings  Obligatory. — All  ratings,  special,  schedule  and  others, 
promulgated  by  the  Secretaries,  are  obligatory  upon  Companies  and  their  Agents, 
and  must  in  all  cases  be  strictly  adhered  to,  and  no  change  in  the  conditions  of  or 
reductions  from  such  rate  can,  under  any  circumstances  be  made.  In  the  event 
of  any  change  being  made  in  any  such  ratings  such  change  shall  not  take  effect 
until  it  has  been  duly  promulgated  by  the  Secretaries  on  the  usual  rating  sheets. 

Further  reference  to  the  particular  point  under  consideration  in  this  section  is 
made  in  the  paragraph  headed 

''  Prohibition  of  dealing  with  Non-Tariff  Companies," 
and  while  it  is  dealt  with  in  its  proper  place  as  one  of  the  later  legislative  features 
of  the  Association,  it  nevertheless  affords  further  complete  evidence  and  perhaps 
the  strongest  adduced,  of  the  desire  and  intention  of  the  Canadian  Fire  Under- 
writers' Association  to  rigidly  maintain  their  rates,  rules  and  regulations. 

Obligations  Placed  on  Members  by  the  By-Laws, 

The  obligations  placed  upon  members  by  the  by-laws  in  respect  to  the  liiain- 
tenance  of  Tariff  Rates  and  Rules  are  made  equally  applicable  to  the  Agents  of 
Members  by  By-laws  Nos.  7  and  10  (Exhibit  No.  1),  and  I  think  it  better  to  take 
these  up  under  the  later  heading  of  "  Violations  of  Rates  and  Rules  and  how  the 
Association  detects  them,"  to  which  paragraph  please  refer. 

The  chief  By-law,  other  than  the  above  is  the  following: 

Section  14,  (Exhibit  No.  2). 

Re-Insurance   With   Non-Tariff   Companies. 

"No  Company,  a  member  of  this  Association,  shall  effect  or  accept  any  Re- 
Insurance  with  or  from  any  Insurance  Company  licensed  to  transact  business  in 
the  territory  under  the  jurisdiction  of  this  Association,  unless  such  Company  be  a 
member  of  this  Association,  and  in  the  event  of  any  Company  infringing  this  rule, 
it  shall  be  required  to  cancel  the  said  Re-Insurance:  and  if  such  is  effected,  the 
whole  line  of  insurance  shall  also  be  cancelled." 

The  term  "  Re-Insurance "  means  in  simple  words  the  giving  to  or  the 
acceptance  by  one  company  of  a  portion  of  the  liability  assumed  on  the  risk  by 
another  when  the  amount  of  such  policy  is  larger  than  that  Company  deems  it 
prudent  to  carry  for  its  own  account.  It  is  a  very  common  practice,  but  this 
article  entirely  prohibits  such  transactions  between  members  of  the  Association 
and  non-members. 
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Obligations  of  Representatives  of  Members. 

In  addition  to  the  inculcation  of  secrecy  previously  referred  to  (Constitution — 
Article  18)  the  only  other  constitutional  provision  as  to  representatives  of  members 
is  thus  expressed 

"provide^  however,  that  it  will  not  be  permissible  for  any  Company  to  be 
represented  by  any  individual,  firm  or  employee  thereof,  who  also  acts  for, 
or  is  in  any  icay  connected  tcith  any  Company  not  a  member  of  this 
Association."      (Article   6,  paragraph   3.) 

The  obvious  intent  of  this  provision,  particularly  when  taken  in  conjunction 
with  Article  18,  is  to  prevent  the  policy  of  the  Association  from  being  known  to 
and  the  tariffs  and  rules  from  coming  into  possession  of  Companies  not  members 
thereof;  a   design   one  can   quite  understand  and   appreciate. 

Obligations  Common  to  Members,  theik  Representatives  and  their  Agents. 

We  now  naturally  turn  from  the  obligations  of  the  members  to  other  members 
and  to  other  matters  which  concern  themselves,  to  the  much  wider  sphere  of  the 
obligations  common  to  all  in  relation  to  the  insuring  public,  and  here  again  I  must 
take  my  authority  from  the  By-laws  (Exhibit  No.  2)^  and  General  Rules  and 
Regulations  (Exhibit  No.  3). 

First  in  importance  is  the  fact  that  no  member  of  the  Association  throiigh 
themselves  or  by  any  agent  may  insure  any  property  within  the  territoi-y  under 
the  jurisdiction  of  the  Association  at  a  lower  rate  than  is  called  for  by  their  tariffs, 
save  and  except  steam  railway  risks  and  travellers"  stocks  and  samples  in  transit 
(Rule  1,  Exhibit  3).  " 

The  system  of  Tariffs  and  Rate>^  are  dealt  with  in  Paragraphs  28-3fi  of  tliis 
report. 

Second.  If  a  risk  is  not  rated,  a  full  description  of  the  risk  with  location  and 
all  requisite  information  must  be  sent  to  the  Secretary  and  a  rate  will  be  named  by 
him.  A  risk  for  whicli  no  rate  has  Ijeen  provided  may  be  covered  for  one  month 
"at  a  rate  to  be  named  by  the  Association  "  (Rule  2,  Exhibit  No.  3). 

Thus  every  new  building,  and  the  contents  thereof  is  not  susceptible  of  definite 
insurance  until  the  rate  applicable  thereto  has  been  promulgated  by  the  Secretary. 
Buildings  in  course  of  construction  are.  however,  regulated  by  Rule  No.  36  of 
Exhibit  No.  3. 

Third.  Every  insurance  effected  by  a  incniber  of  tlie  Association,  through 
themselves  or  by  their  agents  must  confnnu  to  essential  conditions  which  I  need 
not  specify  in  detail,  but  which  are  fully  enumerated  in  Rules  4,  5,  7,  8,  14,  23,  28, 
29,  31  and  38.  These  rules  deal  witii  special  points  in  the  preparation  of  the 
written  portion  of  the  policy  contract  and  are  only  important  to  our  consideration 
in  so  far  as  they  constitute  obligations  that  must  be  met  by  all. 

The  essential  point  arising  out  of  this  sub-heading  is  that  insurance  in  Tariff 
Companies  on  any  and  every  ])roperty  aid  risk  in  Ontario  (save  exceptions  noted) 
can  only  be  obtained  on  the  payment  of  Tariff  rates  and  on  conditions  prescribed  by 
the  Association,  if  the  rates  and  conditions  are  not  willingly  or  unwillingly,  know- 
ingly or  unknowingly  violated.  How  the  Association  penalizes  violations  is  ex- 
plained in  paragraphs  38-48  of  this  report. 
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Eating  System  of  Canadian  Fiije  Underwriters'  Association. 

1  have  already  referred  to  the  requirement  of  the  Constitution,  By-laws  and 
General  Eules,  that  every  risk  in  the  Province  (except  steam  railway  risks  and 
travellers'  stocks  and  samples  in  transit)  must  be  rated  and  insured  at  rates  not 
less  than  those  thus  apj)lied,  and  it  becomes  necessary  that  I  should  now  as  briefly 
as  possible  describe  the  complex  and  complete  system  of  ratings. 

In  order  to  properly  cover  all  risks  within  the  Province  of  Ontario  a  number 
of  different  methods  have  to  be  employed  and  I  shall  attempt  to  describe  each  in 
a  few  words,  filing  samples  as  exhibits. 

Preparatory  to  the  application  of  a  rate  a  series  of  schedules  was  prepared 
carefully  and  minutely  fixing  a  rate  for  every  detail  of  construction,  occupation, 
protection  and  exposure.  Manufacturing  risks,  or  what  is  termed  "  Special  Eisks," 
were  the  first  class  to  be  thus  treated,  and  each  class  of  Manufacturing  Eisk  required 
its  own  schedule.     I  file  two  by  way  of  illustration,  viz. : 

Schedule  for  rating  wood  working  risks. 

Schedule  for  rating  machine  shops. 

The  application  of  these  schedules  is  done  alihost  exclusively  by  experienced 
inspectors  of  the  Association  by  reports  to  the  Secretary  who  is  the  final  adjudicator 
and  who  promulgates  the  rate  in  final  form. 

The  cost  of  the  "  Special  Eisks  "  Department  in  this  work  for  the  year  1914 
was  $1'4,332.20.     (Exhibit  No.  1.) 

The  next  serious  undertaking  was  the  rating  of  Mercantile  Rislcs  and  this  first 
involved  the  preparation  of  an  elaborate  schedule  filed  as  Exhibit  No.  10,  and 
further,  a  schedule  for  the  establishing  of  what  is  known  as  the  Key  Eate.  I  have 
not  been  able  to  obtain,  a  copy  of  the  latter,  but  in  a  word  or  two  it  may  be  de- 
scribed as  a  schedule  of  charges  imposed  upon  a  Municipality  because  of  deficiencies 
from  the  standard  of  water  protection  and  Brigade  equipment. 

The  Key  Eate  when  made  up  forms  the  primary  charge  against  every  Mercan- 
tile Eisk  or  Special  Hazard  within  the  Municipality  and  it  is  an  inexorable  basis  of 
rating,  as  fixed  as  the  laws  of  the  Medes  and  Persians. 

The  establishment  of  the  Key  ratings  required  an  inspection  of  the  Water 
Protection  and  Eire  Fighting  Apparatus  of  each  City,  Town  and  Municipality  with 
a  population  of  5,000  or  more.  The  engineers  employed  by  the  Association  for  this 
purpose  are  grouped  as  "  Fire  Appliance  Inspectors,"  and  it  will  be  seen  by  refer- 
ence to  Exhibit  No.  1,  that  the  cost  of  this  work  to  the  Association  in  1914  was 
$7,813.75. 

Upon  the  Mercantile  schedule  every  risk  in  every  City  and  Town  in  Ontario 
with  a  population  of  5,000  and  over,  and  some  of  lesser  number  were  specifically 
ratcil  fellowing  inspection  and  application  by  the  experienced  inspectors  and  rating 
officers   of  the   "  Specific  Eating   Department." 

This  was  a  stupendous  task,  and  is  an  equally  heavy  task  to  sustain.  For 
example,  it  required  10,924  inspections  in  the  City  of  Toronto  alone  to  bring  the 
system  up  to  date  (report  of  Western  Specific  Eating  Committee  to  Annual  Meet- 
ing of  June,  1915). 

The  cost  of  the  Specific  Rating  work  of  the  Association  in  1914  was  $49,249.46. 
(Exhibit  No.  1.) 

For  Towns  with  a  population  of  less  than  5,000  a  minimum  tariff  is  used  and 
is  applied  by  the  Members  or  their  Agents.  A  sample  of  this  Tariff  is  filed  as 
Exhibit  No.  3. 
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There  still  remains  the  rating  of  Dwellings,  Churches,  Schools,  etc.,  eligible  by 
Law  and  by  the  Eiiles  of  the  Association  to  be  insured  for  three  years,  and  these  are 
done  under  a  minimum  tariff,  applied  by  the  members  of  the  Association  or  their- 
Agents  and  a  copy  of  the  Tariff  for  three  year  risks  is  filed  under  Exhibit  No.  11'. 

Three  year  risks,  it  must  be  noted,  in  Cities  and  Towns  are  rated  under  the 
specific  rating  schedules  by  the  Association's  inspectors;  this  tariff  (Exhibit  No. 
11)    applies   only   to   risks   not   specifically   rated. 

I  have  only  attempted  a  brief  resume  of  the  Rating  Systems,  although  much 
more  might  and  perhaps  should  have  been  said.  I  think,  however,  enough  has 
been,  said,  and  a  sufficient  number  of  tariffs  filed  to  prove  the  statement  that  the 
system  is  complex  and  most  complete. 

I  think  I  have  also,  in  quoting  the  cost  of  maintaining  the  different  depart- 
ments, justified  a  statement  made  at  an  earlier  period  of  the  report  that  the  Inspec- 
tion Service  of  the  Association  is  more  with  a  view  to  the  application  of  their  rating 
schedules  than  to  a  reduction  of  the  fire  waste. 

System  op  Rating  Employed  by  Non-Tariff  Companies. 

So  far  as  I  can  ascertain  there  has  been  no  effort  to  secure  co-operation  among 
the  non-tariff  Companies  in  the  formulation  of  rates,  but  it  can  be  laid  down  as  an 
established  fact  that  it  is  the  general  practice  of  the  non-tariff  offices  to  take 
advantage  of  the  rating  system  of  the  Canadian  Eire  Underwriters'  Association  and 
to  quote  a  percentage  reduction  therefrom  of  from  10'7f  to  33%%. 

The  general  attitude  of  the  non-tariff  companies  in  respect  of  the  naming  of 
rates  may  be  summarized  in  the  one  word  "  piratical,"  and  this  fact  of  itself,  is 
added  evidence  of  the  very  great  importance  of  the  Canadian  Eire  Underwriters' 
Association  in  the  matter  of  provincial-wide  control  in  the  determination  of 
insurance  cost. 

Pexai-ties  for  Violations  of  Rates  and  Rules,  and  How  the  Association 

Detects  Theim. 

It  is  only  natural  to  expect  that  in  an  Association  of  this  kind,  where  a  com- 
plicated and  exhaustive  series  of  Tariff  Rates  and  Rules  are  issued  and  where  the. 
application  thereof  has  to  be  made  by  a  very  large  number  of  agents,  amongst 
whom  keen  rivalry  and  competition  must  necessarily  exist,  that  violations,  wilful  or 
otherwise,  must  inevitably  be  made.  It  is  perhaps  therefore  not  unreasonable 
that  provision  should  be  made  to  detect  infractions  and  to  punish  the  offenders. 

The  Association  by  its  Constitution  (Article  12,  Sub-section  f.  Exhibit  No.  2) 
annually  appoints  an  Infractions  Committee,  the  duties  and  powers  of  which  are 
thus  expressed: — 

Infrnrfion.'i  Com  miff  ee. — This  Committee  shall  hold  re.sfular  meetings,  at  which 
the  Secretaries  shall  report  all  complaints,  and  action  taken  by  them  thereon  ;  name 
of  complaininsr  Comnanv  to  be  withheld.  iVppeals  from  the  Secretaries'  decisions 
shall  be  heard  and  decided  bv  the  Committee.  No  member  shall  adjudicate  upon 
a  ca'je  in  which  he  is  interested,  and  should  this  reduce  the  number  of  the  Com- 
mittee below  a  quorum,  the  Chairman  thereof  shall  have  power  to  name  substitutes. 
This  Committee  shall  have  no  power  to  waive  or  modify  rules. 

This  article  must,  however,  be  read  in  conjunction  with  further  and  more 
specific  duties  laid  upon  the  Secretaries  under  the  By-laws  and  General  Rules,  and 
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the  provisions  in  this  regard  are  of  sufficient  importance  to  summarize  in  this 
report. 

By-law  No.  4,  Exhibit  No.  2,  General  Eules  No.  3,2,  Exhibit  No.  3.  TAKING 
RISKS  BELOW  TARIFF.  After  reciting  that  "  no  member  of  the  Association 
shall  accept  or  renew  a  risk  at  less  than  Tariff  rates/"  the  article  proceeds  to  provide 
tlie  penalty,  which  is  tliat  the  insurance  shall  be  cancelled  and  the  Company  shall 
not  be  permitted  to  accept  a  risk  on  the  same  property,  nor  shall  the  Agent  be 
permitted  to  place  a  risk  thereon  IN  ANY  COMPANY  for  three  months. 

By-law  No.  5,  General  Rules  No.  33.  DIVIDING  COMMISSION.  This 
article  provides  that  a  member  directly  or  indirectly,  or  through  their  Agent,  allow- 
ing any  rebate  or  discount  from  Tariff  rates,  or  dividing  Commission  with  the 
Assured  or  any  of  his  employees  shall  be  guilty  of  an  infraction  of  the  Tariff'  with 
similar  penalties  to  those  prescribed  in  last  paragraph. 

By-law  No.  6,  General  Rules  No.  33.  NON-OBSERYANCE  OF  RATES 
AND  RULES.  This  article  provides  for  the  reporting  to  the  Association  of  all 
infractions  substantiated  by  the  Secretaries,  and  further  provides  for  the  cancella- 
tion of  an  Agency  accused  of  numerous  infractions  or  dishonorable  conduct.  An 
Agent  in  certain  circumstances  and  by  a  certain  vote  may  be  debarred  from  repre- 
senting any  Tariff  Company. 

It  is  perhaps  opportune  to  file  at  this  point  an  illustration  of  the  reporting  of 
infractions  and  Exhibit  No.  6  is  a  copy  of  the  Minutes  of  the  Semi-annual  meeting 
of  the  Association  held  in  Montreal  on  December  2nd,  1914.  Attention  is  drawn 
to  the  infractions  substantiated  as  reported  on  pages  8  and  9. 

Infractions  Under  Toronto   and  Montreal   Commission  Rules. 

I  have  already  filed  and  now  refer  to  Exhibits  Nos.  4  and  5  for  the  purpose  of 
draAving  attention  to  the  additional  penalties  provided  in  these  rules  for  infractions 
thereof.  The  Toronto  Commission  Rules  noAv  in  operation  are  almost  obsolete, 
but  money  penalties,  by  way  of  fines,  are  provided  for,  and  in  fact  have  been  more 
than  once  inflicted.  I  have  not  been  able  to  lay  my  hands  on  definite  data,  but  I 
know  from  personal  knowledge  that  such  is  the  case.  In  the  new  rules  now  under 
consideration  it  is  proposed  to  continue  the  system  of  fines  backed  by  a  guarantee 
of  faithful  observance  in  the  shape  of  a  money  deposit.  ( See  paragraphs  in 
Exhibit  No.  4.  following  Article  19,  headed  "Penalties  for  Violation  of  Rules.") 

All  the  articles  quoted  under  this  sub-heading  presuppose  that  action  is  to  be 
taken  only  on  complaints  of  infractions  being  made  to  the  Secretaries,  but  I  think 
it  is  quite  proper  to  mention  two  distinct  methods  adopted  by  the  Association  for 
the  detection  and  suppression  of  infractions. 

The  first,  and  much  the  older  of  the  two  is  by  a  Bulletin  Enquiry  addressed  to 
every  member  of. the  Association  and  which  must  be  replied  to  promptly  by  each 
member  with  the  particulars  called  for  by  the  enquiry.  A  very  good  sample  of 
the  Bulletin  is  filed   and  marked  Exhibit  No.   7. 

Introduction  of  a  Stamping   System  to  Ensure  Adherence  to 
Tariff  Rates  and  Rules. 

The  Bulletin  Enquiry  mentioned  in  the  last  paragraph  having,  as  I  am  in- 
formed, proved  cumbersome,  tiresome  and  unsatisfactory,  a  new  method  has  been 
adopted  in  the  Cities  of  Toronto,  London,  Hamilton  and  Ottawa  in  Ontario,  and 
in  the  Montreal  district,  whereby  every  application  or  report  of  a  policy  of  insur- 
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auce  that  has  been  issued  must  be  submitted  to  an  officer  of  the  Association  who 
places  upon  it  his  stamp  of  approval  if  it  is  fully  in  accord  with  Tariff  rates,  rules 
and  conditions.  This  is  known  as  the  Stamping  System.  The  respective  Head 
Offices  of  the  Agents  in  these  Cities  are  under  obligation  to  see  that  no  report  of  a 
risk  is  passed  without  having  had  affixed  the  stamp  of  the  official. 

It  will  be  readily  seen  that  this  is  a  most  effective  method  of  detecting  and 
suppressing  infractions,  and  its  success  in  the  Cities  named  has  led  to  a  demand  for 
its  general  adoption.  The  Executive  Committee  of  the  Association  at  its  meeting 
held  in  Toronto  on  May  26th,  1915  (Item  Xo.  15  of  the  minutes  of  said  meeting), 
was  of  "  opinion  that  the  present  conditions  of  business  more  than  ever  showed  the 
desirability  of  having  all  business  stamped  and  recommended  that  an  endeavour 
be  made  to  arrive  at  an  agreement  by  the  Companies  which  would  permit  of  full 
information  as  to  policy  wordings  and  rates  for  all  business  being  submitted  to  the 
stamping  offices." 

The  cost  of  maintaining  the  present  limited  Stamping  System  according  to  the 
financial  statement  for  the  year  ending  December  31st,  1911  (Exhibit  No.  1),  was 
$10,151.36. 

Prohibition  of  Dealings  With  Non-Tabiff  Companies. 

I  have  already  referred,  in  the  paragraph  headed  "  Obligations  placed  on 
members  by  the  by-laws,"  to  the  by-law  prohibiting  re-insurance  with  non-tariff 
companies  (Section  No.  11,  Exhibit  No.  3).  This  by-law  was  adopted  at  the 
organization  of  the  Association,  and  was  the  first,  although  a  very  partial,  effort  to 
establish  a  clear  line  of  demarcation  between  the  tariff  and  non-tariff  companies. 

Subsequently  rules  were  passed  which  called  for  an  entire  separation,  and 
agents  were  not  only  debarred  from  transacting  business  with  non-tariff  com- 
panies, but  an  agreement  was  reached  between  the  Companies  that  upon  a  given 
date  all  intercourse  must  cease.  Agents  were  duly  warned  that  by  a  certain  date 
they  must  either  cease  to  represent  non-tariff  Companies  or  give  up  their  represen- 
tation of  tariff  Companies. 

I  am  unable  to  give  dates,  or  place  before  you  any  evidence  of  the  correctness 
of  my  statements  on  this  branch  of  the  subject,  but  the  history  of  this  movement 
can  be  found  in  the  earlier  minutes  of  meetings  of  the  Association  and  will  not 
have  escaped  the  memory  of  those  who  had  some  hand  in  the  adoption  of  this 
pernicious  bit  of  legislation. 

The  carrying  out  of  the  rules  of  the  Association  was  found  to  be  so  extremely 
difficult,  that  while  the  non-intercourse  rule  still  remains,  it  is  a  dead  letter. 

The  principle  of  non-intercourse  is,  however,  perpetuated  in  the  rules  govern- 
ing Agency  Appointments  in  the  jurisdiction  of  4he  Toronto  Committee  (Exhibit 
No.  4),  and  particularly  in  the  agreement  to  be  signed  by  the  Agent.  I  quote  the 
following  from  this  exhibit: — 

Agent's  Agreement.  In  consideration  of  the  privilege  to  act  as  an  Agent  in 
the  City  of  Toronto  in  accordance  with  the  above  Rules,  I  hereby  promise  and  agree 
that  I  will  not  underwrite  a  risk  at  a  lower  rate  than  that  provided  for  by  the  Tariff 
authorized  by  the  Toronto  Committee,  or  pay  to,  or  divide  commissions  or  agree 
to  do  so,  with  others  than  Agents  authorized  to  receive  such  commissions,  and  whose 
names  shall  have  been  registered  with  the  Secretary  of  the  Board ;  or  return  to  the 
insured,  directly  or  indirectly,  any  portion  of  the  stated  premium,  or  effect,  or 
accept  any  insurance  or  re-insurance  with  or  from  any  fire  insurance  company 
Ucemed  to  do  business  in  Canada,  not  a  member  of  this  Board,  or  ivith  or  from  any 
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agent  of  such  company,  whether  with  or  without  consideration,  except  in  instances 
where  all  Board  companies  are  full,  or  not  open  for  insurance,  and  then  only  in 
strict  conformity  iviih  tariff  rates  and  regulations. 

In  this  same  connection,  but  only  by  way  of  illustration,  I  would  refer  to 
Sub-section  "  d  "  of  Article  4  of  the  Montreal  Commission  Eules  (Exhibit  No.  5), 
which,  while  by  no  means  as  stringent  as  the  provisions  just  quoted,  is  of  the  same 
intent  and  purport  in  so  far  as  it  tends  to  prevent  the  intercourse  of  Agents  repre- 
senting Tariff  or  Non-Tariff  Companies. 

It  is  no  fault  of  the  tariff  companies  that  complete  non-intercourse  has  not 
been  established;  it  remains  a  rule,  however,  but  by  mutual  agreement,  unwritten, 
it  has  become  a  dead  letter. 

The  Eegulatiox  of  Forms  of  Insurance  and  of  Special  Clauses  and 

Endorsements. 

The  conditions  of  an  insurance  contract  are  in  two  sections,  i.e.,  the  printed 
matter  and  the  written  matter.  The  printed  matter  is  composed  for  the  most  part 
of  conditions  imposed  by  Law,  but  these,  as  against  the  Assured,  may  be  varied,  or 
added  to,  subject  to  the  provisions  of  the  Act  in  that  regard.  The  printed  matter, 
known  as  "  Ontario  Statutory  Conditions,"  may  be,  and  -are  frequently,  varied  by 
the  written  portion  of  the  contract ;  indeed,  it  is  necessary  that  this  should  be  done 
to  prevent  the  invalidating  of  policies  of  insurance  because  of  a  technical  violation 
of  one  or  more  of  its  provisions.  In  many  instances  special  forms  of  contract  must 
of  necessity  be  prepared  by  the  insured,  his  Agent  or  Broker,  to  adequately  safe- 
guard him  in  the  ramifications,  or  in  the  peculiar  conditions  of  his  business. 

For  many  years  after  organization  the  Canadian  Fire  Underwriters'  Asso- 
ciation took  no  cognizance  of  the  special  forms  or  clauses  in  favor  of  the  insured, 
the  judgment  of  the  Companies  issuing  the  policies  alone  requiring  to  be  satisfied. 
Eules  have,  however,  been  adopted  from  time  to  time  to  limit  the  number,  effect 
and  scope  of  these  clauses,  until  the  Association  has  now  practically  assumed  the 
duty  of  regulating  the  written  portion  of  the  contract,  while  the  individual  judg- 
ment of  the  Underwriters  has  become  subservient  to  the  rules  and  interpretations  of 
the  Officials  of  the  Association. 

I  can  best  illustrate  the  point  now  dealt  with  by  reference  to  action  taken  at 
the  Annual  Meeting  of  the  Association  on  Jime  23rd,  1915,  and  I  quote  item  from 
the  published  proceedings : — 

Item  28. — Waiver  of  notice  of  charges  or  encumbrances  (Agenda  No.  8).  On 
motion,  a  resolution  that  clauses  waiving  notice  of  any  charge  or  encumbrance  now 
or  hereafter  affecting  the  property  insured  or  any  other  clauses  of  similar  meaning, 
be  not  permitted,  was  adopted. 

Thus,  a  privilege  freely  granted  by  insurance  companies  when  left  to  their 
individual  judgment  is  now  prohibited  to  all  members  by  the  decision  quoted. 

Eeference  is  also  made  to  Eules  Nos.  14,  22  and  31,  of  the  General  Eules 
(Exhibit  No.  3). 

Agreement  with  Chas.  E.  Goad  Com.pany,  publishers,  under  copyright  of 
Goad's  plans  to  withhold  their  sale  and  distrihution  to  non-tariff  companies. 

Probably  the  most  audacious  effort  on  the  part  of  the  Association  to  stifle  com- 
petition was  the  adoption  of  an  agreement  with  Chas.  E.  Goad  Co.,  Map  Publishers, 
whereby  the  Non-tariff  Companies  were  deprived  of  a  most  useful,  if  not  a  necessary 
equipment  for  the  successful  operation  of  their  business. 

For  many  years  Chas.  E.  Goad  surveyed  and  published  maps  of  nearly  all  Cities, 
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Towns  and  Villages  in  Canada,  with  a  view  to  showing  in  clear  characters  all  the 
elements  entering  into  an  insurance  risk.  It  is  hardly  necessary  that  I  should 
make  a  lengthened  explanation  of  the  details  shown  upon  the  plans,  but  they  were 
so  comprehensive  and  complete  that  they  became  an  essential  part  of  the  equip- 
ment  of   every  insurance   office. 

These  maps  and  plans  were  furnished  under  subscription  to  any  insurance 
company  which  required  them,  and  they  were  freely  sold  to,  and  purchased  bv, 
the  non-tariff  as  well  as  the  tariff  companies. 

It  became  evident  that,  if  these  maps  could  be  limited  to  the  tariff  companies, 
the  non-tariff  companies  would  be  seriously  handicapped,  and  possibly  crippled,  in 
the  proper  control  of  their  business.  The  maps,  as  I  have  indicated,  were  copy- 
righted, and  the  mere  act  of  duplication  by  mechanical  processes  was  unlawful. 
To  duplicate  the  system  could  only  be  done  at  a  tremendous  cost  of  .time  and  money, 
either  of  which   difficidties  made  the  task  a   prohibitive  one. 

In  October,  1911,  the  Association  entered  into  the  agreement  with  Chas.  E. 
Goad  Company  (Mr.  Goad  having  died,  the  business  was  carried  on  by  his  sons, 
under  the  corporate  name  of  Chas.  E.  Goad  Company),  which  involved  the  with- 
holding of  the  plans  from  others  than  members  of  the  Association. 

A  suit  is  now  pending  in  the  Supreme  Court  of  Ontario  between  the  Dominion 
Fire  Insurance  Company,  a  non-tariff  company,  and  Chas.  E.  Goad  Company, 
Canadian  Fire  Underwriters'  Association,  et  al,  arising  out  of  the  agreement 
referred  to;  a  copy  of  the  agreement  with  other  important  documents  are  filed  as 
exhibits  in  the  case.  J.  A.  Robertson,  Secretary  of  the  Canadian  Fire  Under- 
writers' Association,  was  examined  before  Mr,  W.  D.  Gwynne.  special  examiner, 
on  the  17th  February.  lOl.'i,  and  Chas.  E.  Goad  was  before  the  same  examiner  on 
the  30th  March,  1915.  The  transcript  of  the  evidence  of  both  of  these  parties  to 
the  transaction  has  been  placed  at  my  disposal,  and  as  it  covers  ground  that  is 
pertinent  to  the  present  investigation,  as  well  as  more  particularly  covering  the 
agreement  in  question,  I  have  extracted  parts  of  the  evidence  germain  to  the  work 
I  have  undertaken,  and  I   file  the  same  under  Exhibit  Xo.   12. 

The  evidence  submitted  seems  to  justify  the  statement  that  the  agreement  in 
question  was  entered   into  for  the  deliberate  purpose  of  stifling  competition. 

Attitude  of  the  Canadian-  Fii;e  Underwriters'  Association  to  the 

Insuring  Public. 

The  objects  and  purposes  of  the  Association  having  now  l)een  set  out  with  some 
fullness,  there  remains  to  I)e  considered  its  general  attitude  to  the  insuring  publif 
in  the  application  of  its  rates,  terms  and  rules.  This  attitude  in  turn  may  bo 
appropriately  dealt  witli  first  in  relation  to  municipalities  and  then  to  individuals, 
firms  and  corporation*. 

The  Association  comes  into  contact  with  municipalities  in  its  definition  of  th--- 
Key  Rate  (reference  to  which  is  made  in  the  section  of  the  report  dealincr  with 
Rating  System,  Paiagraph  Xo.  31),  and  beyond  the  usual  complaint  of  unfairne^-^ 
and  injustice  in  ratinsr  a  Town  at  a  higher  basis  than  the  authorities  of  the  Town 
believe  they  are  entitled  to,  there  does  not  seem  much  to  report  upon  under  tin's 
particular  head.  It  must  be  borne  in  mind  that  I  have  had  no  access  to  the  records 
and  correspondence  of  the  Association,  for  they  are  jealously  guarded  and  could 
only  be  opened  up  as  a  result  of  some  extra  judicial  action  or  enquiry,  but  I  think 
it  is  safe  to  state  that  the  attitude  on  the  whole  has  been  exceedingly  autocratic. 
In  conversation  with  a  former  inspector  of  the  Fire  Appliance  Inspection  Depart- 
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meat.  I  was  informed  that  the  instructions  he  received  were  to  apply  to  Key  Rate 
Schedule  in  an  arbitrary  manner,  with  a  view  to  making  such  rate  as  high  as 
possible,  and  this,  in  the  main,  was  done,  although  quite  the  reverse  procedure  was 
followed  in  other  cases,  with  the  inevitable  result  of  creating  unfair  discrimination. 

i 

We  have  enough  evidence  before  us  in  the  shape  of  Rate  Legislation  against 
Cities  and  Towns  to  reach  the  conclusion  that  the  Association  is  oftentimes  drastic 
in  its  procedure  and  autocratic  in  enforcing  it. 

The  case  of  Ottawa  may  be  cited  as  a  most  recent  illustration.  On  November 
7th,  191-i,  the  Joint  Rates  Committee  ordered  an  immediate  increase  in  the  fol- 
lowing terms  which  are  quoted  from  the  minutes  of  the  semi-annual  meeting  held 
at  Montreal,  2nd  December,  1914,  Item  No.  29,  page  3  (Exhibit  No.  6). 

"  All  rates  on  mercantile  and  manufacturing  risks,  except  those  of  '  Fireproof ' 
or  ■  Mill '  construction  or  equipped  with  automatic  sprinklers,  are  increased  on 
Buildings  and  Contents  by  50c.  on  the  no-co-insurance  rate  and  proportionately  on 
the  co-insurance  rate. 

'■'  All  rates  on  Lumber  Yards  are  increased  by  50c.  on  the  no-co-insurance  and 
co-insurance  rates. 

''  Rates  on  all  risks  rated  under  the  three-year  tariff  are  increased  by  25c.  for 
three  years  or  one-half  of  this  amount  if  written  for  one  year. 

"  All  Sprinklered,  Mill  Constructed  and  Fireproof  buildings  will  be  re-rated 
and    ratings   published    immediately." 

This  was  followed  l)y  further  action  at  the  meeting  of  the  Executive  Committee 
held  in  Toronto  on  26th  May,  1915  (Vide  paragraph  4  of  the  Minutes  of  that 
Meeting). 

"  In  view  of  the  improvement  in  the  Water  Works  system  advised  to  this  Asso- 
ciation as  in  progress,  and  the  acquisition  of  two  additional  Steam  Fire  Engines, 
which  are  now  in  the  city  and  in  condition  for  immediate  use,  the  Committee  con- 
siders that  while  these  changes  are  not  such  as  to  radically  alter  the  unfavorable 
situation  in  Ottaw^a,  they  are  deserving  of  recognition,  and  would  permit  of  the 
removal  of  the  extra  charge  upon  Three- Year  Risks  imposed  on  ?th  November  last. 
The  Committee,  therefore,  recommends  that  this  extra  be  cancelled,  and,  further, 
that,  as  it  was  only  so  recently  imposed,  the  concellation  be  from  the  date  the  extra 
was  put  in  force." 

On  June  30th,  1915,  an  order  w^as  issued  by  Secretary  J.  A.  Robertson  reduc- 
ing the  surcharge  by  one-half,  in  consequence  of  improvements,  and  in  the  order  the 
following  arbitrar}'^  clause  appears : — 

"  No  rebates  allowable  on  current  policies  issued  prior  to  1st  June,  and  should 
such  policies  be  cancelled  short  period  rate  m,ust  he  charged  to  dates  of  cancellation, 
even  if  replaced  by  new  policies." 

The  effect  of  this  arbitrary  ruling  can  best  be  brought  out  by  a  simple  illustra- 
tion. On  May  1st  a  real  estate  proprietor  on  Sparks  Street  (whose  policies  have 
been  in  my  possession)  insured  his  property  for  $50,000.00  at  a  rate  of  1.25%,  with 
an  increase  of  50c.  under  the  surcharge.  The  total  premium  paid  was  $875.00 ; 
although  improvements  had  been  made  in  the  fire  protection  which  warranted  a 
reduction  of  25c.  this  proprietor  could  get  no  advantage  or  allowance  except  by 
the  method  of  short  period  cancellation  (a  term,  I  think,  sufficiently  understood  to 
obviate  further  explanation),  which  would  have  entailed  upon  him  a  loss  in  excess, 
of  the  saving  that  should  justly  have  come  to  him  liy  the  reduction  in  the  sur- 
charge. 
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I  think  tins  may  safely  be  taken  as  an  indication  of  the  Association's  attitude 
to  Municipalities  and  will  suflice,  although  a  number  of  similar  instances  might  be 
quoted. 

With  regard  to  the  Association's  attitude  to  individuals,  firms  or  corporations 
we  have  much  more  definite  evidence  that  it  is  of  the  Aost  autocratic  and  un- 
reasonable nature.  A  perusal  of  the  infractions  substantiated  and  charged  a? 
recorded  in  Exhibit  Xo.  6  is  the  first  chain  in  this  evidence.  The  second  is  found 
in  Exhibit  No.  ?,  which  requires  to  be  amplified  by  explanation. 

In  the  Bulletin  Enquiry  (Exhibit  No.  7)  information  was  sought  concerning 
special  forms  of  insurance  to  Goodyear  Tire  &  Eubber  Goods  Co.,  Ltd.,  The  E.  B. 
Eddy  Company,  Limited,  Canadian  vfestinghouse  Company  Limited,  Western 
Canada  Flour  Mills  Co.,  Limited,  and  subsequent  Bulletins  have  sought  information 
with  regard  to  McLaughlin  Carriage  Company,  Limited. 

These  five  corporations  have  Dominion-wide  business,  with  branches  in  one  or 
more  of  the  chief  Cities  of  each  Province,  and  typify  a  number  of  equally  large 
concerns  similarly  situated.  The  nature  of  their  business  has  necessitated  a  special 
class  of  policy  commonly  called  a  "  Blanket."  which  insured  them  anywhere  and 
everywhere  in  Canada  within  certain  limits. 

I  have  had  the  advantage  of  studying  the  forms  and  statements  in  each  of 
these  cases,  and  I  find  in  every  one  that  the  insurance  covered  outside  of  the 
Provinces  of  Ontario  and  Quebec  is  much  greater  than  that  in  the  two  provinces 
under  the  jurisdiction  of  the  Canadian  Fire  Underwriters'  Association;  indeed,  in 
one  case,  i.e.,  Canadian  Westinghouse  Company,  Limited,  less  than  5%  of  the  total 
insurance  applied  in  Ontario  and  Quebec. 

Because  of  some  technical  violation  of  a  rule  of  the  Association  all  the  com- 
panies insuring  these  properties  have  been  ordered  to  cancel  their  policies  and 
cease  to  write  thereupon  for  ninety  days,  and  then  only  under  rates  and  rules  to  be 
fixed  by  the  Association,  if  it,  in  its  wisdom,  authorizes  the  insuring  of  the 
properties. 

Policies  of  insurance  have  been  issued  on  all  these  properties,  and  that  natur- 
ally assumes  the  fact  that  according  to  the  individual  judgment  of  the  Managers 
the  Insurance  is  desirable  for  them  to  assume,  and  the  conditions  fair  and  reason- 
able to  grant  to  large  insurers,  the  ramifications  of  whose  business  requires  cover- 
ing of  this  special  kind. 

The  attitude  of  the  Association  in  these  ])articular  cases  is  evidenced  by  a  letter 
written  under  date  of  August  13th,  1915,  to  one  of  the  companies  interested  in  all 
the  five  cases  named,  and  I  am  filing  a  copy  of  this  letter  marked  Exhibit  No.  13. 

I  am  informed  that  the  drastic  action  of  the  dissociation  in  these  cases  pre- 
vents the  insured  from  obtaining  insurance  to  the  extent  desired  in  licensed  com- 
panies, and  that  to  protect  themselves,  as  required,  they  will  necessarily  have  to 
seek  the  protection  of  unlicensed  companies,  and  this,  too,  in  spite  of  the  fact  that 
companies  are  willing  enough  to  write  the  business  if  they  are  permitted  to  exercise 
aad  enjoy  any  individual  judgment. 

One  other  instance  is  brought  to  my  attention  by  a  perusal  of  the  minutes  of 
the  meeting  of  the  executive  committee  held  in  Toronto,  26th  May,  1915.  This  is 
the  case  of  Messrs.  J.  J.  McLaughlin,  Limited,  and  the  minute  reads  thus: 

"  An  application  for  a  rate  on  a  Blanket  policy  to  cover  the  firm's  plant 
and  stock  in  various  risks  in  Toronto,  Ottawa,  Caledon  and  Edmonton,  in- 
cluding also  lien  contracts,  was  considered,  but  as  the  proposed  policy  was 
to  cover  Phnt  in  various  locations,  which  was  contrary  to  precedent,  the 
Committee  declined  to  authorize  same." 
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An  application  was  subsequently  made  in  view  of  the  objection  to  include 
"  Plant "  to  name  a  Blanket  rate  on  Stock  as  had  been  done  in  other  cases.  This 
application  was  refused  by  the  committee  without  any  adequate  reason. 

I  have  had  the  opportunity  of  perusing  the  correspondence  in  this  case,  and 
have  permission  to  produce  it,  should  it  be  necessary;  it  will,  if  produced,  be  a 
very  striking  confirmation  of  the  charge  of  an  unreasonably  autocratic  attitude  of 
the  Association  in  its  relation  to  the  insuring  public. 

Statistical  Work  of  the  Canadian  Fire  Underwriters'  Association. 

It  is  freely  admitted  that  fire  insurance  rates  are  not  capable  of  scientific 
demonstration  for  the  obvious  reason  that  at  least  one-half  of  the  entire  cost 
depends  upon  the  uncertain  incalculable  fire  waste  which  has  been  and  always  will 
be  unstable  in  its  extent  and  distribution. 

It  is  nevertheless  natural  to  assume  that  the  various  rating  systems  of  the 
Association  have  been  based  upon  more  or  less  reliable  statistics  of  the  actual  fire 
experience  of  the  various,  classes  rated.  This  assumption,  however,  is  very  far 
astray,  for  the  statistical  work  attempted  by  the  Association  is  of  a  very  meagre 
character.  In  confirmation  of  this  I  may  quote  from  the  report  of  the  Statistical 
Department  to  the  last  Annual  Meeting  the  following  sentence : 

"  It  may  be  admitted  that  what  has  so  far  been  done  is  largely  experi- 
meatal  and  imperfect,  and  its  present  value  may  well  be  open  to  question." 
And  again : 

"  Thirty-six  offices  are  reporting  their  losses,  these  representing  about 
forty  per  cent,  of  the  total  premium  income  of  all  companies." 

The  report  of  this  department  might  well  be  quoted  in  its  entirety,  but  to 
avoid  this  I  am  filing  a  copy  of  all  the  reports  presented  to  the  last  Annual  Meet- 
ing in  June,  1915,  Exhibit  No.  14,  upon  page  10  of  which  appears  the  report  of 
this  particular  department. 

In  passing  attention  might  be  drawn  to  the  item  in  the  financial  statement 
(Exhibit  No.  1)  which  gives  the  cost  of  operating  the  department  for  the  year  as 
$1,262.26,  a  figure  too  trifling  to  justify  any  presumption  that  the  statistical  work 
of  the  Association  is  sought  to  be  made  of  any  value. 

Statistics  involving  an  analysis  of  premiums  and  losses  by  provinces  and 
classes  of  risks  would  certainly  involve  a  large  expenditure,  and  if  these  were  to  be 
any  value  all  Companies  would  have  to  contribute  to  them  on  a  uniform  basis. 
Apparently  the  Canadian  Eire  Underwriters'  Association  does  not  possess  the 
necessary  authority  to  compel  the  production  of  these  figures  and  it  is  equally 
evident  from  the  report  that  the  members  do  not  attach  serious  value  to  the  work  of 
the  department. 

In  the  matter,  therefore,  of  obtaining  reliable  statistics  upon  which  reasonable 
and  adequate  rates  might  be  formulated  the  Association  is  manifestly  and  admittedly 
in  default. 

Conclusions. 

1.  That  the  practical  control  of  fire  insurance  rates  within  the  Province  is  in 
the  hands  of  Companies,  members  of  the  Canadian  Fire  Underwriters'  Association 
(known  as  Tariff  Companies),  who  transact  over  eighty  per  cent,  of  the  entire 
business  of  the  Province.    Paragraphs  2  and  3. 

2.  That  the  business  of  the  Tariff  Companies  has  been  one  of  gradual  growth 
and  that  of  the  Non-Tariff  Companies  one  of  gradual  decline.    Paragraphs  4  and  5. 
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3.  That  the  maiu  purpose  of  the  Canadian  Fire  Underwriters'  Association 
was  and  is  the  maintenance  of  fire  insurance  rates.     Paragraphs  9,  15,  16  and  17. 

■1.  That  every  risk  (save  as  noted)  insured  in  Ontario  by  the  Tariff  Companies 
is  rated  by  the  Association  and  below  that  rate  no  member  of  the  Canadian  Fire 
Underwriters'  Association  is  permitted  to  insure.     Paragraphs  24  to  27  inclusive. 

5.  That  the  members  of  the  Canadian  Fire  Underwriters'  Association  are 
rigidly  bound  to  observe  all  of  its  rates,  rules  and  regulations.  Paragraphs  14 
and  18. 

6.  That  infractions  of  rates,  rules  or  regulations  involve  the  offenders  in 
penalties  which  in  some  instances  include  monetary  fines.  Paragraphs  38  to  46 
inclusive. 

7.  That  in  order  to  ensure  strict  adherence  to  rates,  rules  and  regulations  a 
detective  scheme  known  as  a  "  Stamping  System  "  was  organized  and  put  in  oper- 
ation in  certain  important  districts.     Paragraphs  47  and  48. 

8.  That  with  the  unexpressed  but  obvious  object  of  restricting  competition 
the  Canadian  Fire  Underwriters'  Association  prohibits  business  intercourse  with 
non-tariff  companies.     Paragraphs  £1  and  22. 

9.  That  with  a  similar  object  in  view  the  Association  has  extended  its  rules  to 
suppress  or  limit  forms,  clauses  and  conditions  advantageous  to  the  insuring  public 
readily  granted  in  other  countries  and  acceptable  to  Companies  here  if  allowed  to 
exercise  their  own  judgment.    Paragraphs  10  and  57-59  inclusive. 

10.  That  with  a  similar  object  in  view  the  Association  has  entered  into  an 
agreement  with  the  only  Insurance  Map  and  Plan  Publishers  in  Canada  to  restrict 
the  use  of  maps  and  plans  to  members  of  the  Association,  thus  producing  in  actual 
practice  a  complete  monopoly  in  favor  of  the  tariff  Companies.     Paragraph  60. 

11.  That  the  attitude  of  the  Association  to  the  insuring  public  has  been 
arbitrary  and  autocratic.     Paragraphs  61  to  64  inclusive. 

12.  That  in  many  instances  the  Association  has  caused  to  be  cancel le<i' policies 
of  insurance  for  many  large  insurers,  having  Dominion  wide  business  and  branches 
notwithstanding  the  willingness  of  individual  members  to  accept  the  same,  and 
that  the  effect  of  such  action  on  its  part  has  been  to  require  large  insurers  to  seek 
unlicensed  insurance.    Paragraphs  65,  66  and  67. 

13.  That  the  Canadian  Fire  I^nderwriters'  Association  has  admittedly  failed 
to  make  any  serious  effort  to  obtain  reliable  statistics  upon  which  the  adequacy 
of  rates  might  with  some  degree  of  confidence  Ije  predicted.     Paragraph  73. 

In  part  Xo.  2  of  this  report  I  shall  make  reference  to  some  commendable 
features  of  the  work  of  insurance  rating  Associations,  and  show  how  their  activities 
may  be  controlled  and  regulated. 

In  part  Xo.  1 ,  now  closing,  I  have  endeavoured  to  limit  the  scope  of  the  report 
to  the  furnishing  of  data  on  the  control  of  rates  within  the  Province,  and  having 
established  where  it  lies  have  endeavoured  to  show  how  it  is  made  and  maintained. 
I  would  also  like  to  emphasize  a  remark  previously  made  that  in  the  absence  of  any 
authority  I  have  had  to  pick  up  information  and  documents  from  many  sources. 
An  examination  of  the  Canadian  Fire  Underwriters'  Association  by  a  commission 
authorized  to  hear  witnesses  under  oath  and  to  compel  the  production  of  papers, 
would,  I  have  every'  reason  to  believe,  produce  much  corroborative  proof  of  the  con- 
clusions I  have  stated,  as  also  would  it  doubtless  reveal  other  important  ramifica- 
tions which  I  have  had  no  means  of  ascertaining  or  developing  in  this  report. 
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PART  No.  II. 

DEALING  WITH  THE  GENERAL  SUBJECT  OF  THE  CONTROL  OF  FIRE 

INSURANCE  RATES,  AND  REPORTING  UPON  STEPS  TAKEN 

OUTSIDE  OF  THE  PROVINCE  OF  ONTARIO  TO 

REGULATE  THE  SAME. 

Inasmuch  as  no  attempt  has  been  made  by  any  province  of  Canada  to  legislate 
on  the  subject,  I  should  at  once  explain  that  this  part  of  the  report  will  cover  in- 
formation derived  entirely  from,  and  deal  with  legislative  action  by  some  of  the 
United  States  of  America.  I  have  necessarily  had  to  look  to  that  country  for  any 
light  upon  the  subject. 

As  a  general  rule,  conditions  governing  the  conduct  of  the  fire  insurance  busi- 
ness, and  the  establishment  and  maintenance  of  rates,  are  on  parallel  lines  in  b  ith 
countries,  but  the  attitude  of  the  people  to  Insurance  Rating  Associations  has  b  <  n 
much  more  demonstratively  hostile  there  (as  it  has  in  matters  of  Trusts  and  Com- 
bines) than  it  has  here.  As  a  consequence  legislation  of  one  kind  or  another  has 
been  general  throughout  the  States  and  while  much  of  it  has  b'.'cn  wholesome  and 
sane,  some  of  it  has  been  oppressive,  ill-advised  and  pernicicus.  While  I  sh-dl 
briefly  refer  to  both  classes  I  shall  more  particularly  confine  myself  to  an  outlin(  of 
the  legislation  which  seems  to  have  commended  itself  to  tlie  good  sense  of  the 
people,  including  the  Insurance  Companies,  against  whom  the  legislation  was 
primarily  directed. 

Report  of  Legislvtive  Committed  of  New  Yoiik,  Febi;ur.\ry,  1911. 

It  will,  I  think,  clear  the  ground  for  further  discussion  if  1  at  once  place  before 
you  the  result  of  a  very  complete  investigation  made  by  a  Joint  Committee  of  the 
Senate  and  Assembly  of  the  State  of  New  York,  under  authority  of  a  concurrent 
resolution  of  both  legislative  bodies  adopted  on  May  34th,  1910, 

The  committee  was  directed  "  To  investigate  as  speedily  as  possible,  all  cor- 
ruption and  corrupt  practices  sho^Ti  to  exist  by  the  evidence  of  the  recent  in- 
vestigation had  before  the  Senate  of  the  State  of  New  York:  nil  matters  indicating 
corrupt  practices  in  connection  with  legislation  v.diicli  have  developed  in  the  recent 
investigation  conducted  by  the  Superintendent  of  Insurance;  the  business  methods, 
operation,  management,  svpervision  and  control  of  nil  insurance  coynpanies,  other 
than  those  doing  life  insurance  business,  including  f\r^  in-wravce  exchanges  and 
state  local  boards  of  fire  underwriters  and  the  relations  of  such  companies,  ex- 
changes and  boards,  with  legislation,  including  industrial  life  insurance;  any 
specific  charge,  verified  upon  knowledge  of  corru])t  ])ractices  or  official  misconduct 
in  connection  with  legislation  or  the  legislature,  or  with  any  matter  or  proceeding 
before  any  state,  department,  board,  body  or  officer ;  and  any  other  matters  per- 
taining to  the  conduct  of  the  busi'ness  of  the  state  and  its  officers  which,  in  the 
Judgment  of  the  committee,  warrant  investigation,  to  the  end  that  remedial  legis- 
lation may  be  enacted  or  changed  or  method  in  the  conduct  of  public  business  may 
be  adopted  as  will  prevent  a  recurrance  of  any  abuse  or  evils  disclosed." 

Public  sessions  were  held  on  forty-two  days  in  the  City  Hall.  New  York;  one 
hundred  and  eighty-four  witnesses  were  heard  and  5,500  j)n<ros  of  oral  evidence  and 
1.500  pages  of  documentarv  evidence  taken. 
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The  report  was  transmitted  to  the  J^egislature  on  February  1st,  1911,  and 
through  the  courtesy  of  the  Insurance  Superintendent  of  the  State  of  New  York  I 
am  enabled  to  file  a  copy  thereof  which  I  now  do  under  Exliibit  A. 

It  is  generally  conceded  that  the  work  of  this  committee  constituted  the  most 
thorough  and  complete  enquiry  ever  undertaken,  and  that  their  report  is  the  most 
valuable  compendium  of  results  and  conclusions  ever  put  together  on  the  subject 
referred  to  them. 

While  the  report  is  too  important,  in  all  its  findings,  to  warrant  emasculation, 
a  concise  digest  of  such  points  as  are  of  interest  in  this  enquiry  may,  and  doubtless 
will,  be  ©f  much  help  in  the  development  of  the  principles  underlying  legislation  in 
the  United  States  on  the  subject  of  insurance  rates  and  rating  associations.  Its 
main  findings  centre  around  the  conclusions  and  recommendations  now  following: 

1st.  That  laws  prohibiting  the  formation  of  Associations  for  the  fixing  and 
maintenance  of  rates  (commonly  known  in  the  United  States  as  Anti-compact 
Laws)  are  to  be  deprecated,  for  "  it  is  well  recognized  that  in  general  anti-compact 
laws  have  been  a  failure  and  there  is  a  noticeable  reaction  against  them."    Page  44. 

2nd.  That  open  competition  in  rates  "  is  not  in  the  long  run  and  on  the 
whole  an  economic  good  f^  that  while  the  effect  of  a  period  of  sustained  open  com- 
petition is  the  procuring  by  the  public  temporarily  of  cheaper  insurance  "the 
advantage  mostly  falls  to  persons  of  influence,  and  the  quality  of  the  protection 
is  lowered  since  the  Companies  are  weakened."    Page  41 . 

And  this  further  conclusion  ''  that  in  a  period  of  rate  demoralization  there 
follows  as  has  been  demonstrated,  an  increase  in  the  burning  ratio."    Page  50. 

3rd.  That  rates  based  upon  carefully  prepared  Schedules  (such  for  example 
as  I  have  filed  as  Exhibits  8,  9  and  10  in  connection  with  part  No.  1  of  this  report) 
have  an  economic  and  sociological  effect  that  can  be  scacely  overstated,  for  "  it  is 
doubtless  true  that  schedule  rating  is  at  present  by  far  the  most  powerful  agent  in 
the  inauguration  of  good  building  construction  and  in  checking  the  appaling  fire 
waste  of  the  country."    Page  47. 

I  would  also  in  this  connection  quote  the  following : 

"  There  was  considerable  testimony,  particularly  on  the  part  of  large  insurers, 
that  the  rating  in  this  State  was  being  done  in  an  acceptable  manner,  and  a  very 
great  appreciation  of  the  economic  value  of  schedule  rating.  In  fact  a  petition 
was  received  by  the  Committee  signed  by  forty-five  leading  buyers  of  insurance, 
commending  the  principle  of  schedule  rating  and  opposing  unbridled  competition." 
Page  54. 

5th.  That  combination  and  equity  in  rates  should  be  inseparable,  and  that 
if  competition  is  not  sufficient  to  bring  this  about  the  State  is  certainly  justified  in 
taking  any  steps  necessar}-  to  see  that  this  condition  is  maintained.     Page  65. 

6th.  That  since  the  Underwriters  have  failed  to  take  the  initiative  in  col- 
lecting of  a  combined  loss  experience,  and  since  it  is  necessary  such  figures  should 
be  available,  it  is  inevitable  that  the  State  should  undertake  this  work.    Page  72. 

The  above  are  conclusions  reached  by  the  Committee  and  they  were  crystalized 
in  a  recommendation  concurred  in  by  six  out  of  eight  members  of  the  Committee 
and  which  I  now  fully  quote  from  Page  125  : 

"  It  is,  therefore,  recommended  that  no  anti -compact  bill  be  passed,  but  that 
in  place  thereof  a  statute  be  enacted  that  will  permit  combination  under  State 
regulation,  such  regulation  to  stop  short  of  actually  fixing  the  price  at  which  the 
companies  shall  sell  their  insurance,  but  which  shall  be  of  such  a  positive  nature 
that  all  forms  of  discrimination  in  rates  will  cease ;  such  statute  to  provide  for  the 
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filing  by  such  associations  and  bureaus  of  all  schedules  and  specific  rates  with  the 
Insurance  Department,  and  also  that  all  such  associations  and  bureaus  shall  keep 
careful  records  of  their  proceedings,  and  provide  for  the  hearing  of  interested 
property  owners  who  feel  aggrieved  at  the  rates  charged — all  to  the  end  that  the 
potent  power  of  publicity  niay  operate  freely  to  cure  any  arbitrary  action  or 
indefensible  methods.'' 

"'  And  such  statute  should  also  provide  that  while  companies  may  maintain 
proper  rate-making  associations  and  exchanges  and  agree  to  maintain  the  rates  so 
made,  they  must  not  seek  to  strengthen  their  own  agreement  by  forcing  third 
persons  to  help  them  do  so. 

"  In  other  words  the  licensing  of  and  control  over  brokers  should  cease,  and 
the  present  situation  wherein  rate-making  exchanges  and  associations  wield  a  power 
which  properly  belongs  to  government  should  be  ended.  As  before  indicated,  the 
Committee's  judgment  is  that  the  companies  have  made  out  a  case  to  justify  their 
joint  action  in  the  making  of  rates,  but  they  have  not  shown  that  they  should  be 
permitted  to  coerce  a  large  body  of  several-  thousand  men,  who  are  making  their 
living  by  bringing  business  to  the  companies,  into  helping  to  maintain  rates  for 
the  companies. 

"  The  companies  should  depend  upon  their  own  business  integrity  in  the  carry- 
ing out  of  their  agreement.  They  should  not  be  permitted  to  remove  temptation 
from  themselves  and  shift  the  responsibility  of  maintaining  rates  to  the  shoulders 
of  men  who  have  had  nothing  to  do  with  making  them.  The  good  which  flows 
from  the  conditions  that  the  exchanges  now  demand  of  the  brokers  concerning  the 
giving  of  rebates  can  be  preserved  in  a  statute  on  that  subject."' 

The  two  dissentient  members  of  the  Committee  filed  a  minority  report  on  the 
recommendation  just  quoted  in  the  following  terms : 

'•'  As  to  the  findings  and  recommendations  concerning  the  methods  of  the 
various  fire  insurance  exchanges  and  other  rate-making  bodies  throughout  the 
State  we  concur  in  the  recommendation  requiring  the  filing  of  rates  and  schedules 
with  the  Superintendent  of  Insurance  and  believe  that  such  publicity  will  be  bene- 
^cial.  We  think,  however,  that  this  in  itself  will  not  bring  about  the  object 
desired,  namely,  the  maintenance  of  equitable  and  just  rates.  Inasmuch  as  fire 
insurance  is  so  vital  and  necessary  and  of  such  vast  importance  affecting  as  it  does 
the  entire  business  interests  of  the  State,  we  make  the  further  recommendation  that 
some  supervision  be  had  over  the  rate-making  bodies,  which  the  testimony  dis- 
closed are  in  the  nature  of  monopolies  and  from  whose  decisions  there  is  no  appeal 
by  the  assured. 

■'•'  We  propose  that  a  bureau  be  created  in  the  office  of  the  State  Superintendent 
of  Insurance  with  power  upon  the  filing  of  a  complaint  to  order  a  revision  or 
modification  of  rates  if  they  are  found,  after  investigation,  to  be  unreasonable,  ex- 
cessive, arbitrary  or  unwarranted." 

Acts  of  Xew  York  State  Regulating  Rate  Making  Association's. 

The  report  of  the  Committee  contained  a  draft  bill  along  the  lines  indicatedr 
in  the  majority  recommendation  and  on  September  1st,  1911,  it  was  enacted  as  a 
Law  of  the  State.  The  Act  was  amended  in  1913  and  I  file  a  copy  of  the  Act  as 
amended.  Chap.  26,  Section  111,  under  Exhibit  B.  The  amendments  of  1913  are 
underlined  in  red  ink  in  two  particulars,  i.e.,  by  extending  it  to  cover  all  rate- 
making  associations  and  insurance  companies  excepting  life  and  marine,  the  first 
law  covering  fire  insurance  associations  and  companies  only. 

5  I.e. 
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The  Act  was  also  amended  in  the  matter  of  the  removal  of  discriminations 
after  order  by  the  Superintendent  by  the  addition  of  a  provision  which  is  not  only 
underlined  in  red  in  Exhibit  B,  but  which  is  of  sufficient  importance  to  repeat 
here : — 

"  Nor  shall  such  persons,  corporations,  associations  or  bureaus  remove  such 
discrimination  by  increasing  the  rates  on  any  risk  or  class  of  risks  affected  by  such 
order  unless  it  is  made  to  appear  to  the  satisfaction  of  the  Superintendent  of  Insur- 
ance that  such  increase  is  justifiable." 

Two  other  Acts  were  also  passed  at  the  same  time  to  round  out  the  law.  The 
first  was  under  Chap.  21,  Section  140,  which  legislated  for  organizations  other  than 
rate-making  associations,  but  which  assisted  in  establishing  insurance  rates,  and  a 
copy  of  this  Act  is  filed  under  Exhibit  C. 

The  second  was  under  Chap.  23,  Section  139,  which  brought  under  the  new  Law 
such  organizations  as  assisted  underwriters  in  insurance  business  generally,  and  a 
copy  of  this  Act  is  filed  under  Exhibit  D. 

The  New  York  State  Law,  as  embraced  in  these  three  Acts,  may  be  succinctly 
described  as  State  Eegulation  of  Insurance  Rate-making  Associations  and  other 
kindred  organizations  to  prevent  discrimination  in  rates  between  risks  of  like  class 
and  character,  and  having  substantially  the  same  degree  of  protection  against  fire. 

I  hope  to  be  able  to  present  a  short  summary  of  the  practical  results  accom- 
plished under  the  Act;  meanwhile  it  is  worthy  of  note  that  the  New  York  law  has 
been  adopted  in  toto  by  the  following  States :  Iowa.  Massachusetts,  North  Carolina, 
Washington,  Kentucky,  Michigan,  Oklahoma,  West  Virginia,  and,  a  Commission 
of  the  State  of  Pennsylvania  has,  I  am  informed,  recommended  its  adoption  for  that 
State. 

It  will  be  observed  as  a  most  important  feature  that  the  New  York  Law 
entirely  overlooks  any  provision  regulating  non-tariff  competition  so  long  as  such 
companies  do  not  organize  for  the  purpose  of  rate-making.  This  is  designedly  in 
harmony  with  the  whole  trend  of  the  Committee's  report  and  preserves  non-tariff 
competition  except  in  the  Metropolitan  district  of  New  York,  where,  I  am  informed, 
every  company  transacting  business  is  a  member  of  the  Association  having  juris- 
diction and  known  as  the  New  York  Insurance  Exchange. 

State  Eegulation  of  Eates. 

As  opposed  to  the  limited  powers  taken  by  the  State  of  New  York,  as  heretofore 
described,  certain  of  the  States  have  gone  to  the  other  extreme  and  have  enacted 
legislation  which  ha«  given  the  State  absolute  control  of  the  regulation  of  the  rates 
themselves.    In  this  group  are  included  the  following: — 

Kansas. 

Louisiana  (where  a  State  Board  has  ])ocn  ajipointed  with  power  to  review  rates 
and  to  order  changes  if  necessary). 

Missouri  (where  power  is  given  to  the  Superintendent  of  Insurance  to  order 
changes  in  rates  if  in  his  opinion  they  arc  unreasonable  or  excessive). 

South   Carolina    (same  as  Missouri). 

Texas. 

State  of  Kansas. 

In  the  State  of  Kansas  there  was  previously  an  anti-compact  Law,  under  which 
a  very  aggravated  condition  of  rate-demoralization  existed.  There  was  general 
dissatisfaction  both  on  the  part  of  the  people  because  of  gross  discrimination,  and 
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on  the  part  of  the  Companies  because  they  were  making  no  money.  A  Law  was 
passed  which  required  the  Companies  to  file  schedules  of  rates,  which  they  could 
not  depart  from.  Power  was  given  to  the  Superintendent  of  Insurance  to  order 
changes  in  rates,  and  at  least  one  general  reduction  of  12%  was  ordered  by  him. 

The  constitutionality  of  this  Act  was  tested  and  carried  to  the  Supreme  Court 
of  the  United  States.  The  Kansas  Courts  upheld  the  Law,  and  on  April  20th, 
1914,  the  United  States  Supreme  Court  sustained  the  decision  of  the  Lower  Courts. 
It  is  only  necessary  that  I  should  record  this  most  important  Judgment  without 
comment. 

State  of  Missouri. 

The  State  of  Missouri  has  been  so  much  the  storm  centre  of  disturbances  in 
the  matter  of  the  State  regulation  of  rates  that  I  think  it  desiral^le  to  review  the 
situation  there  as  briefly  as  possible. 

The  State  Legislature  of  1913  placed  on  the  Statute  Books  an  Act  known  as 
the  "  Orr  Anti-Trust  Law,-'  and  so  far  as  our  present  enquiry  is  directed.  Sections 
No.  10299  and  10313a  contain  the  crux  of  the  whole  Bill.  These  sections  read  as 
follows : — 

Section   10299. 

"  Pool  and  trust  agreements  defined.  Any  person  who  shall  create,  enter  into, 
become  a  member  of  or  participate  in  any  pool,  trust,  agreement,  combination,  con- 
federation, or  understanding  with  any  person  or  persons,  to  regulate,  control,  or 
fk  the  price  of  any  article  of  manufacture,  mechanism,  merchandise,  commodity, 
convenience  or  repair,  or  any  product  of  mining,  or  any  article  or  thing  whatsoever, 
of  any  class  or  kind  bought  and  sold,  or  the  price  or  premium  to  he  paid  for  insur- 
ing property  against  loss  gr  damage  by  fire,  lightning  or  storm,  or  to  maintain  said 
price  when  so  regulated  or  fixed,  or  shall  enter  into,  become  a  member  of  or  par- 
ticipate in  any  pool,  trust,  agreement,  contract,  comlnnation,  confederation  or 
understanding,  to  fix  or  limit  the  amount  or  quantity  of  any  article  of  manufacture, 
mechanism,  merchandise,  commodity,  convenience,  repair,  any  product  of  mining, 
or  any  article  or  thing  whatsoever,  of  any  class  or  kind  bought  and  sold,  or  the 
price  or  premium  to  he  paid  for  insuring  property  against  loss  or  daniage  by  fire, 
lightning  or  storm,  shall  be  deemed  and  adjudged  guilty  of  a  conspiracy  in  restraint 
of  trade,  and  be  punished  as  provided  for  in  this  article." 

Section  10313a. 

'■  In  any  proceeding  against  or  prosecution  of  any  insurance  company  undef 
the  provisions  of  this  article,  it  shall  be  prima  facie  evidence  that  such  company  is 
a  member  of  a  pool,  trust,  agreement,  confederation  or  understanding  to  control, 
effect,  or  fix  the  price  of  premium  to  be  paid  for  insuring  property  against  loss  or 
damage  by  fire,  lightning  or  storm,  if  it  be  shown  tliat  such  company  or  any  agent 
or  representative  thereof  in  writing  insurance  has  used  any  insurance  rate,  or  made 
use  of  or  consulted  any  rate  book,  paper  or  card  containing  any  insurance  rate, 
prepared,  published,  kept  or  furnished  by  any  person,  association  of  persons,  or 
bureau  employed  by,  representing  or  acting  on  behalf  of  any  other  insurance  com- 
pany or  association  in  and  about  the  making  and  pul)lisliing  of  insurance  rates  for 
use  in  any  portion  of  this  State." 

These  sections  were  regarded  as  of  such  serious  importance  that  on  April  30th. 
1913,  one  hundred  and  twenty  Companies  ceased  the  writing  of  lousiness  in  the 
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State,  and  all  the  great  companies  of  other  State  or  Foreign  organization  were 
included  in  this  number. 

The  effect  of  this  withdrawal  of  insurance  protection  was  to  almost  completely 
paralyze  the  trade  and  commerce  of  the  State — and  this  was  too  serious  a  condition 
to  go  unchecked.  Conferences  of  prominent  Bankers,  Manufacturers,  Merchants  and 
Insurance  men  were  held  with  the  Governor  and  the  Attorney-General  of  the  State, 
as  a  result  of  which  remedial  legislation  and  immunity  from  penalty  suits  were 
promised  and  the  Companies  resumed  normal  business  conditions. 

I  think  it  well  to  quote  a  paragraph  of  interest  and  importance  from  an  official 
statement  issued  at  Jefferson  City,  Mo.,  August  7th,  1913. 

"  In  view  of  the  temperate  and  wise  utterances  of  the  state's  officers,  it  was  in- 
evitable that  negotiations  should  result  in  the  return  from  exile  beyond  its  borders 
of  a  great  and  beneficent  business  whose  protection  is  so  largely  the  basis  of  com- 
mercial prosperity  and  which  often  stands  between  the  holder  of  its  indemnity  and 
dire  distress.  The  companies  have  through  the  patient  and  exhaustive  investiga- 
tions and  statements  of  the  state  officers,  together  with  the  opinion  of  the  Attorney- 
General  that  the  statute  which  was  the  principal  cause  of  their  withdrawal  is  void 
and  not  enforceable,  and  the  spirit  shown  in  the  proposed  dismissal  of  pending 
suits  against  them  become  assured  that  they  may  safely  and  permanently  resume 
operations  in  Missouri,  using  in  their  individual  capacities  the  rates  intelligently 
prepared  and  economically  furnished  by  actuarial  bureaus  for  fixing  premiums  in 
their  contracts  of  insurance. 

"  The  companies  and  the  public  are  further  encouraged  to  expect  at  no  distant 
day  a  programme  of  constructive  and  remedial  insurance  legislation,  which  the 
governor  in  a  recently  published  interview  has  strongly  recommended.  To  this 
progressive  plan  which  must  of-  necessity  put  the  insurance  business  on  a  basis 
of  fairness  to  the  public  and  reasonable  profit  to  the  companies,  will  be  given  the 
full  support  and  co-operation  of  the  fire  insurance  interests. 

"  This  statement  is  issued  with  the  full  approval  of  the  attorney-general  and 
the  insurance  companies  as  explanatory  of  the  basis  and  manner  of  the  settlement 
of  the  difficulties  between  the  State  and  the  Companies." 

I  may  add  that  remedial  legislation  was  adopted  and  this  State  may  now  rank 
as  having  the  same  legislation  as  New  York,  subject,  however,  to  the  added  power 
previously  referred  to. 

I  have  referred  to  the  condition  in  Missouri  as  evidencing  the  deplorable  result 
of  revolutionary  legislation,  and  of  indicating  the  inevitable  reaction. 

Si'ATE  OF  Xew  Jersey. 

Midway  between  the  two  extremes  the  State  of  New  Jersey  has  adopted  a  law 
which  has  resulted  in  absolute  uniformity  of  rates;  competition"  has  been  largely 
eliminated  because  tariff  and  non-tariff  companies  have  filed  uniform  schedules. 

The  law  of  the  State  is  practically  the  same  as  that  of  New  Work  State,  in  the 
matter  of  discrimination,  but  it  specifically  forbids  "insurers"  to  make  any  in- 
surance that  is  not  based  upon  general  basis  schedules  previously  filed  with  the 
Insurance  Commissioner.  The  Act  bears  Chapter  85,  Laws  of  191:3  and  a  copy  is 
filed  herewith  under  Exhibit  E,  and  contains,  amongst  other  provisions,  "  Any  one 
or  more  of  such  insurers,  singly  or  jointly,  may  employ  for  the  making  of  such 
general  basis  schedules  and  rates,  and  the  filing  of  the  same,  the  services  of  such 
expert  as  it,  or  they,  may  deem  advisable  for  such  purpose." 
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The  result  of  the  Act  has  been  that  all  Companies  licensed  by  the  State  em- 
ployed the  same  rating  officer,  and  rates  in  this  State  are,  as  already  mentioned, 
uniform. 

There  is  in  my  judgment  a  very  important  principle  involved  in  the  New 
Jersey  legislation  which  is  well  worthy  of  deeper  and  closer  examination. 

State  of  Illinois. 

This  important  state  is  at  the  present  time  in  the  midst  of  contention  and 
dispute  in  the  matter  of  Insurance  Legislation ;  beyond  the  usual  anti-combine  Act 
(General)  no  laws  Jiave  been  enacted  on  the  subject  under  this  enquiry. 

For  some  months  prior  to  the  close  of  1914  the  Insurance  Commissioner,  Mr. 
Eufus  H.  Potts,  had  been  engaged  in  conducting  an  examination  into  fire  insurance 
conditions  prevailing  in  the  State,  and  on  November  14th,  1914,  he  transmitted 
his  report  to  the  Governor.  I  was  favored  with  a  copy  by  the  courtesy  of  the 
Superintendent  of  Insurance  of  New  York  State,  but  so  much  of  it  is  irrelevant 
that  it  is  hardly  necessary  to  file  it  with  this  report. 

Nevertheless  it  may  be  advisable  to  say  that  the  pith  of  Mr.  Potts'  recom- 
mendation is  found  in  his  urgent  and  startling  demand  for  a  system  of  State  In- 
surance, and  on  this  point  I  may  quote  his  own  words  taken  from  page  72  of  his 
report : 

"  The  important  facts  which  stand  out  in  bold  relief  as  a  general  result  of  my 
investigation  of  the  fire  conditions  in  Illinois;  premium  rates,  especially  on 
dwellings,  are  excessive  and  discriminatory;  Chicago  being  particularly  subjected 
to  insurance  extortion ;  this  is  so  because  there  exists  three  insurance  '  Combines  * 
in  Illinois  which  fix  rates  and  prevent  competition.  An  insurance  '  Combine '  is 
illegal,  and  the  courts  in  Illinois  have  so  decided.  The  people  of  the  State  of 
Illinois,  as  shown  by  complaints  continually  received  by  this  Department,  are  be- 
coming aroused  and  demand  and  should  have  immediate  relief.  Complete  relief 
can  only  be  secured  by  establishing  a  system  of  state  fire  insurance." 

As  an  alternative  Mr.  Potts  recommends  the  control  of  rates  by  the  state  and 
on  page  51  he  outlines  his  plan,  which  I  need  not  here  further  deal  with.  It  may, 
however,  be  interesting  to  quote  one  or  two  typicalty  ornate  sentences  which  seem 
to  indicate  the  bent  of  the  Commissioner's  mind.    He  says : 

"  In  view  of  the  fact  and  conditions  which  I  have  already  described  it  appears 
to  me  that  some  method  of  effectively  regulating  insurance  rates  by  the  state  is 
imperatively  necessary  in  order  to  protect  the  citizens  of  Illinois.  On  account  of 
the  existence  of  the  '  Combine '  there  is  no  such  thing  as  securing  reasonable  rates 
through  competition.    All  that  is  necessary  to  secure  relief  is  legislative  action. 

"  I  believe  it  would  be  better  for  the  Commission  to  have  the  power  to  them- 
selves to  make  a  classification  of  all  the  property  in  the  state  with  reference  to  fire 
hazard ;  collect  statistics  of  fire  losses  under  this  classification  and  upon  the  in- 
formation thus  collected,  make  reasonable  maximum  rates  which  the  companies 
would  not  be  allowed  to  exceed.  This  Commission  should  have  wide  powers  in 
relation  to  fire  insurance  rates,  similar  to  the  powers  which  the  Utilities  Com- 
mission has  over  the  charges  which  Public  Utilities  are  allowed  to  make." 
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Ho-\v  THE  Xew  Work  Law  Operates. 

In  the  course  of  several  days  spent  at  the  New  York  office  of  the  Insurance 
Department,  many  reports  and  much  valuable  evidence  were  placed  at  my  disposal. 
Through  the  great  courtesy  of  the  Insurance  Superintendent  and  of  his  Deputies, 
I  was  permitted  to  bring  away  with  me  copies  of  printed  reports  on  specific  exam- 
inations and  of  memoranda  prepared  on  the  operation  of  the  Act  which  have  not 
been  printed. 

To  file  all  the  reports  given  to.  me,  either  with  or  without  a  digest,  would 
involve  much  reading  and  perhaps  greater  labor  than  is  warranted  at  this  juncture, 
Xevertheless  there  are  a  few  salient  results  I  wish  to  place  before  you  to  confirm 
and  emphasize  the  opening  remarks  of  the  Chief  Examiner  of  the  Department,  in 
his  1913  report.     He  there  remarks: 

"•  The  Xew  Work  anti-discrimination  Law  was  originally  made  effective  as  of 
September  1st,  1911,  and  while  it  may  be  still  considered  in  the  trying-out  stage, 
the  New  York  department  views  with  considerable  satisfaction  the  results  and  the 
operation  of  the  Law." 

The  first  examination  conducted  was  of  the  Underwriters'  Association  of  New 
York  State,  and  the  following  extract  from  the  1912  report  will  be  of  interest: 

"  Underwriters'  Association  of  Ne\v  York  State. 

'■'  The  conditions  disclosed  by  these  examinations  conclusively  prove  that  there 
existed  urgent  need  of  a  proper  supervision  of  the  rating  functions  by  the  State, 
Of  the  completed  examinations,  that  of  the  Underwriters'  Association  of  New  York 
State,  with  headquarters  at  Syracuse,  is  by  far  the  most  important.  This  asso- 
ciation is  a  voluntar}-  organization  composed  of  several  agents  of  fire  insurance  com- 
panies and  fixes  the  fire  insurance  rates  on  all  property  in  fifty-two  counties  of  the 
State.  The  report  on  this  association  indicates  a  confused  situation  as  to  rates 
existing  throughout  the  territory  of  the  association.  Unfair  discriminations  seem 
to  abound,  low  competitive  rates  being  in  force  on  some  risks  and  in  some  localities 
and  rates  compensatingly  high  fixed  on  other  risks  and  in  other  localities.  Neither 
hazards  or  experience  appear  to  be  the  guiding  considerations  of  these  and  other 
ratings.  There  was  a  censurable  disregard  and  a  lack  of  uniformity  in  the  re- 
cognition of  the  fire  protective  features  of  the  various  cities  of  the  State,  this  con- 
dition being  reflected  in  tlie  individual  ratings  of  the  mercantile  risks  in  these 
cities.  Unjustifiable  differences  appear  in  the  minimum  rates  of  risks  as  between 
different  counties  of  tlie  state:  for  example,  dwellings  located  in  Cattaraugus 
County  rate  higher  than  similar  dwellings  in  unprotected  localities  in  the  adjoining 
County  of  Chautauqua,  even  though  the  dwellings  in  Cattaraugus  County  receive 
the  benefits  of  protection  of  ah  efficient  fire  department  and  ample  water  supply. 

"  At  the  hearing  held  on  the  report  on  the  examination  of  the  Underwriters' 
Association,  the  officers  of  the  Association  promised  to  bend  their  sincere  efforts  to 
bring  about  an  improved  situation." 

In  regard  to  general  complaints  the  report  has  this  to  say : 

"  Up  to  the  present  time  seventy-eight  complaints  have  l)een  filed  with  the 
superintendent,  all  of  them  concerning  fire  insurance  rates.  These  complaints 
cover  a  wide  range  of  conditions  deemed  objectionable  l)y  the  complaining  assureds. 
Of  the  seventy-eight  complaints  filed,  forty-five  have  been  disposed  of  and  twenty- 
eight  are  either  in  process  of  investigation  or  are  held  pending  the  receipt  of 
further  information  from  the  complainants.     The  remaining  five  are  complaints 
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coming  after  an  order  from  this  departmen,t  to  the  New  York  Fire  Insurance 
Exchange  to  remove  an  unfair  discrimination,  the  rating  body  grasping  the  op- 
portunity to  reclassify  certain  risks  and  in  many  instances  sharply  advancing  rates. 
These  complaints  have  not  been  disposed  of,  the  department  not  accepting  the 
action  of  the  Exchange  as  a  compliance  with  its  order.  It  is  stated  that  this  matter 
is  now  receiving  the  attention  of  the  rate  committee  of  that  body." 

And   these   further   extracts   will   be   of   interest. 

■'  Another  complaint  decided  against  the  New  York  Fire  Insurance  Exchange 
involved  the  charge  for  exposure  to  approximately  3,000  dwelling  risks  and  con- 
tents otherwise  minimum  rated,  and  the  failure  to  make  a  similar  charge  to  some 
15,000  to  20,000  similarly  exposed  minimum  rated  dwellings.  Following  an  order 
from  the  superintendent  to  remove  the  discrimination,  the  Exchange  restored  the 
three  thousand  and  odd  risks  to  the  minimum  rated  class,  the  exposure  charge 
being  cancelled.  The  insurable  value  of  the  risks  affected  was  in  excess  of  forty 
million  dollars  and  the  reductions  in  premium  charges  are  estimated  at  approxi- 
mately one  hundred  thousand  dollars  per  annum. 

"  A  fourth  complaint  decided  against  the  New  York  Fire  Insurance  Exchange 
involved  the  method  of  rating  fireproof  risks  having  exposed  iron  columns  and 
beams  and  occupied  by  manufacturing  tenants.  There  were  approximately  150 
mercr.ntile  fireproof  buildings  and  contents  affected  by  the  superintendent's  order. 
As  a  result  of  this  order  the  Exchange  repeated  these  risks  treating  them  in  the 
same  manner  as  other  fireproof  risks  were  treated,  making,  however,  a  charge  for 
the  structural  defect  of  exposed  iron  work,  thereby  bringing  the  rating  of  such 
risks  more  in  harmony  with  the  rates  on  risks  not  possessing  this  defect.  At  the 
time  of  filing  the  complaint  these  risks  were  rated  as  if  non-fireproof  risks  and  a 
■  percentage  of  allowance  from  the  rates  thus  obtained  was  made  for  fireproof  con- 
struction. These  final  rates  were  disproportional  to  rates  on  similar  risks,  being 
in  some  instances  double  and  triple  the  normal  rates.  The  rates  on  the  specific 
risks  which  were  the  basis  for  the  complaint  was  $3,325  on  the  contents  and  $1,663 
on  the  building.  These  were  reduced  as  a  result  of  the  superintendent's  order 
to  $1,771  on  the  contents  and  .60  cents  on  the  building.  The  insurable  values  of 
the  buildiHg  ar^d  contents  are  probably  in  excess  of  $750,000.00.  While  it  is 
difficult  to  obtain  a  reliable  estimate  of  the  insurable  value  of  the  risks  affected  and 
the  premium  reduction  thereon,  a  conservative  estimate  would  place  the  values  of 
buildings  and  contents  at  over  $75,000,000.00,  with  a  premium  reduction  far  in 
excess  of  $500,000.00   per  annum. 

"  One  complaint  of  violation  of  that  portion  of  the  law  which  prevents  rating 
associations  from  fixing  a  certain  rate  on  condition  that  the  entire  amount  of  insur- 
ance on  the  risk  involved  be  placed  with  members  of  the  rating  association,  was 
received.  Investigation  resulted  in  proving  the  violation,  and  the  rating  associa- 
tion, the  local  board,  the  companies  and  the  agents  involved,  were  ordered  to  dis- 
continue the  practice." 

FroYn  the  1913  report  the  following  is  quoted: — 

"  During  the  two  years  in  which  the  anti-discrimination  law  has  been  in  effect, 
there  have  been  approximately  two  hundred  complaints  filed  with  the  New  York 
Insurance  Department.  Most  of  these  complaints  were  made  on  the  grounds  of 
exorbitant  or  excessive  rates  charged,  and  a  few  of  them  made  reference  to  unfair 
discriminations  between  similar  risks.  All  complaints,  whether  they  would  on 
their  face  come  within  the  jurisdiction  of  the  Department  or  not,  were  carefully 
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investigated,  and  if  no  case  of  unfair  discrimination  within  the  meaning  of  the  law 
could  be  established,  the  complaint  would,  nevertheless,  be  taken  up  with  the  rating 
organizarion  if  an  apparent  injustice  had  been  inflicted  upon  the  complainant, 
generally  with  satisfactory  results. 

"  In  cases  where  an  unfair  discrimination  within  the  meaning  of  the  law  could 
be  established,  it  was  necessary  in  comparati\ely  few  of  them  to  hold  the  statutory 
hearing  before  the  Superintendent  of  Insurance,  the  rating  body  voluntarily  and 
freely  correcting  the  discriminations.  It  might  be  stated  that  this  spirit  of  co- 
operation did  not  manifest  itself  during  the  first  year  of  the  operation  of  this  law. 
Two  complaints,  which  after  hearings  before  the  superintendent  were  found  to  be 
based  upon  unfair  discriminations  and  discriminations  ordered  removed,  were  dis- 
posed of  by  advancing  rates  in  a  manner  more  offensive  than  the  original  dis- 
criminations. These  dispositions  were  not  accepted  by  the  Department  as  com- 
pliance with  its  orders,  and  after  considerable  persistence  a  satisfactory  disposition 
of  the  complaints  w^as  obtained.  This  experience  led  to  an  amendment  of  the  law 
with  a  view  of  preventing  a  repetition  of  such  action  by  a  rating  organization,  it 
now  being  incumbent  upon  such  organization  to  prove  to  the  satisfaction  of  the 
Superintendent  of  Insurance,  that  an  advance  in  rate  is  justifiable  before  such 
advance  can  go  into  effect  after  an  unfair  discrimination  is  ordered  removed. 
With  the  exception  of  the  two  cases  mentioned  the  operation  of  the  law  has  been 
attended  by  no  friction,  but  on  the  contrary  by  a  fairly  cordial  co-operation  and  a 
disposition  to  cheerfully  comply  with  the  letter  and  the  spirit  of  the  law." 

The  following  closing  paragraph  of  the  1913  report  is  of  more  than  ordinary 
importance : — 

"  A  complaint  to  this  Department  resulted  in  the  changing  of  rates  on  over 
one  hundred  and  fifty  risks,  at  least  seventy-five  of  which  were  considerable  reduc- 
tions affecting  possibly  $30,000,000  to  $40,000,000  of  insurable  values.  There  must 
have  been  at  least  seven  hundred  and  fifty  property  owners  and  tenants  affected  by 
the  decrease,  but  only  one  of  them  complained  to  the  Department.  Another  com- 
plaint resulted  in  the  reduction  in  rates  on  three  thousand  dwellings,  affecting  that 
many  owners  and  probably  thirty  thousand  families,  but  only  one  of  them  took  the 
trouble  to  complain.  Another  complaint  resulted  in  a  reduction  in  rate  on  ten 
thousand  risks,  over  one  hundred  thousand  people  being  affected  by  the  change,  but 
only  eight  complaints  were  received  by  the  Department  affecting  the  discrimina- 
tion." 

In  the  1914  report,  the  chief  examiner  quotes  numerous  figures  showing  that 
the  Department's  activities  under  the  Law  have  resulted  in  substantial  rate  reduc- 
tions in  the  territory  under  the  rating  jurisdiction  of  the  New  York  Insurance 
Exchange  (New  York  City),  and  evidences  a  net  decrease  in  New  York  City 
premiums  of  $1,000,000.00  notwithstanding  that  the  premiums  in  the  State  as 
a  whole  increased  $1,300,000.00 

Speaking  of  the  results  in  the  territory  under  the  jurisdiction  of  the  New 
York  State  Association  and  having  in  mind  the  troubles  spoken  of  in  his  first 
report  (previously  quoted)  he  says: — 

"  The  first  results  of  these  new  policies  became  effective  on  February  1st,  1914, 
when  the  Underwriters'  Association  of  New  York  State  adopted  a  new  dwelling 
schedule  which  was  to  be  uniformly  applied  throughout  its  territory  and  in  accord- 
ance with  the  degree  of  fire  protection  found  to  exist  in  each  locality.  The  adoption 
of  this  dwelling  schedule,  it  can  be  confidently  predicted,  will  result  in  a  consider- 
able decrease  in  the  premiums  on  this  class  of  property.     On  September  1st,  a  new 
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farm  schedule  was  adopted  which  also  tended  to  introduce  uniformity  in  the  rating 
of  farm  property.  It  is  considered  that  this  latter  schedule  has  a  tendency  to 
increase  the  rates  on  this  class,  that  class  being  unproiitable  at  former  rates,  if  ex- 
pressions of  underwriters  unsupported  by  figures  can  be  relied  upon.  In  this  con- 
nection it  might  be  stated  that  neither  the  law  (Section  lil)  in  its  present  form 
nor  in  any  other  form  could  equitably  be  utilized  for  the  purpose  of  reducing  rates 
in  the  face  of  consistently  heavy  losses,  a  reduction  in  premiums  more  likely  follow- 
ing reduction  in  losses,  and  for  that  reason,  it  would  seem  most  important  that  laws 
looking  towards  fire  prevention  and  encouraging  improvements  in  fire  extinguishing 
conditions  be  adopted,  properly  administered  and  rigidly  enforced." 

Co-Operatiox  of   Insurance   Companies. 

Before  I  left  New  York  I  took  the  opportunity  of  calling  upon  a  number  of 
representative  Managers  and  Underwriters  and  the  general  experience  and  testimony 
followed  the  opinion  expressed  by  Mr.  David  Rumsey,  Vice-President  and  Counsel 
of  the   Continental   Insurance   Company,  who  said   in   effect : 

"  We  do  not  want  to  encourage  State  regulation  of  insurance  rates,  there  is 
no  necessity  for  it,  but  as  the  general  trend  of  legislation  throughout  this  Country 
is  to  do  something  in  that  direction  we  are  not  averse  to  the  adoption  of  the  New 
York  Law  as  it  now  stands.  It  has  worked  advantageously  to  the  insuring  public 
and  has  caused  us  the  minimum  amount  of  trouble.'' 

I  could  quote  several  similar  opinions,  but  this  one  may  be  regarded  as 
typical  of  all. 

National  Association  of  Insurance  Commissioners. 

This  body  may  be  considered  as  the  most  important  non-legislating  association 
in  the  United  States,  in  so  far  as  deliberations  on  insurance  matters  is  concerned. 

The  association  is  composed  of  the  heads  of  all  insurance  departments  of  all 
the  States,  whether  the  title  of  the  head  be  Insurance  Superintendent  or  Commis- 
sioner. It  meets  twice  a  year  in  convention,  and  in  the  interregnum  subjects  are 
investigated  by  Committees  appointed  at  the  convention  to  which  their  findings  are 
submitted. 

In  view  of  the  responsible  offices  held  by  these  men.  much  more  than  ordinary 
importance  should  be,  and  indeed  is,  attached  to  their  findings  as  formulative  in- 
fluences in  the  matter  of  legislation.  I  therefore  turn  with  great  respect  to  the 
work  done  by,  and  the  findings  of  the  Committee  of  Rates  and  Rate-making,  of 
which  Mr.  Herman  L.  Ekern,  Insurance  Commissioner  of  Wisconsin,  is  the 
Chairman. 

At  the  annual  convention  held  at  Burlington,  Vermont,  on  July  3l'st.  1913,  it 
was  ^'  Resolved,  that  a  special  committee  of  nine  members  be  appointed  by  the 
president,  and  required  to  investigate  the  rates  charged  by  Fire  Insurance  Com- 
panies, the  methods  of  making  such  rates,  the  effect  of  anti-trust  and  other  related 
laws  upon  such  rates  and  upon  the  making  thereof,  and  to  report  thereon  from  time 
to  time  to  this  convention ;  and  if  legislation  be  found  desirable,  to  report  its 
recommendations  for  legislation,  wliich  shall  be  uniform,  as  far  as  possible,  for  the 
several  States." 

Three  other  commissioners  were  added  to  the  Committee,  making  twelve  in  all, 
constituting  a  most   influential  and   representative   body. 

The  report  of  this  committee  was  presented  to  an  adjourned  meeting  of  the 

6  I.e. 
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National  Convention  held  in  New  York  on  December  8th,  191-i,  and  by  the  courtesy 
of  Mr.  F.  H.  McMaster,  Secretary  of  the  Association,  I  am  able  to  file  a  copy  of  the 
proceedings  marked  Exhibit   F. 

It  will  be  noticed  that  the  Committee  recommend  the  adoption  of  four  Bills  as 
printed  in  the  Record,  and  which  taken  together  are  to  all  intents  and  purposes  the 
New  Jersey  law.  Bills  Nos.  1  and  2  to  all  intents  and  purposes  constitute  the 
New  York  law ;  Bill  No.  3  is  practically  the  feature  added  by  New  Jersey,  to  which 
reference  has  been  previously  made  in  this  report.  Bill  No.  4  is  a  mere  matter  of 
detail,  and  unimportant  to  our  consideration. 

The  Commissioner  of  Connecticut  (Mr.  Burton  Mansfield)  presented  a 
minority  report  opposing  legislation  of  the  character  proposed  in  the  four  Bills,  but 
on  motion  the  Committee's  report  was  almost  unanimously  adopted,  only  the  States 
of  Connecticut  and  Vermont  voting  against.     (Vide  minutes  of  April  13th,  1915.) 

Bills  Nos.  5  and  6  were  sent  on  but  were  not  favored  by  the  Committee,  yet 
were  approved  by  the  Convention  by  a  vote  of  12  to  8,  the  States  against  being 
California,  Connecticut,  Maine,  Montana,  New  York,  Pennsylvania,  Vermont  and 
Virginia.  The  States  voting  approval  were  District  of  Columbia,  Iowa,  Michigan, 
Minnesota,  Mississippi,  Missouri,  New  Hampshire,  North  Carolina,  Ohio,  South 
Carolina,  West  Virginia  and  Wisconsin. 

For  purposes  of  record  I  may  say  that  Bill  No.  5  prohibits  agreements  between 
fire  insurance  companies  or  rating  bureaus  except  such  as  are  not  contrary  to  the 
law  of  the  State,  and  provides  for  the  making  and  filing  of  agreements  that  are 
made.  Bill  No.  6  authorizes  the  Commissioner  of  Insurance  to  review  any  bureau 
rate  for  fire  insurance,  subject  to  Court  review. 

It  is  significant  that  the  four  Bills  numbered  1  to  4  met  with  the  practical 
unanimous  approval  of  the  Convention,  a  conclusion  that  is  worth  noting  and 
emphasizing. 

Uniformity  ix  Statistical  Information  on  Classification  of  Losses^  etc. 

In  Sub-section  6  of  Paragraph  No.  8  of  this  report  I  have  referred  to  the 
recommendation  of  the  Committee  of  the  New  York  Legislature  that  the  State 
assume  the  work  of  collecting  proper  statistics,  and  if  the  recommendation  of  the 
minority,  as  mentioned  in  Paragraph  No.  10,  had  been  assented  to  by  the  Legis- 
lature that  course  would  have  been  inevitable. 

The  minority  report  was  not  accepted,  nor  has  the  State  undertaken  the  task 
indicated,  nevertheless  a  great  deal  has  been  accomplished  in  the  direction  of  getting 
the  work  done  by  the  Insurance  Companies  themselves,  and  while  it  is  scarcely 
necessary  that  I  should  fully  discuss  the  present  status  of  the  matter,  I  am  pleased 
to  state  that  substantial  progress  has  been  made,  and  it  is  probable  that  in  the  near 
future  a  uniform  classification  will  be  decided  upon  and  put  into  operation. 

The  whole  subject  of  a  standard  form  of  classification  has  been  taken  up  by  the 
National  Association  of  Insurance  Commissioners,  and  with  characteristic  energy  is 
being  pushed  to  a  successful  issue.  It  may  be  left  quite  safely  in  the  hands  of 
that  important  Association,  and  as  already  indicated,  it  is  altogether  probable  that 
in  due  time  there  will  be  accumulated  statistics  of  the  utmost  value  to  rate-con- 
trolling States  in  form  available  for  the  use  of  the  officials  of  such  States. 

In  Part  No.  1  of  this  report,  and  in  Paragraph  73  I  have  referred  to  the 
hopeless  inadequacy  of  our  Canadian  Statistics ;  we  shall  no  doubt  be  able  to  make 
headway  when  the  United  States  system  is  in  operation  if  we  are  wise  enough  to 
take  advantage  of  the  pioneer  work  being  undertaken  in  that  country. 


1919  ONTARIO  INSURANCE  COMMISSION.  75 

Conclusion^. 

In  closing  Part  No.  2  I  beg  to  state  that  1  have  only  made  a  superficial 
examination  of  the   subject   dealt  with. 

With  the  expression  of  your  desire  to  limit  the  time  occupied,  and  the  expenses 
incurred,  I  have  confined  my  personal  investigations  to  the  New  York  office  of  the 
Insurance  Department  of  that  State,  and  much  of  the  material  in  this  part  of  my 
report  and  of  the  Exhibits  were  placed  at  my  disposal  by  the  Insurance  Superin- 
tendent and  his  Deputies. 

I  very  much  desired  to  make  personal  investigation  at  Boston;  Trenton,  New 
Jersey;  Philadelphia  or  Harrisburg,  Pennsylvania;  Springfield  and  Chicago, 
Illinois ;  Jefferson  City,  Missouri ;  and  Topeka,  Kansas ;  so  that  I  might  speak 
more  definitely  of  actual  results  following  legislative  enactments  in  these  and  pos- 
sibly other  States.  I  had,  however,  to  refrain  because  of  the  time  and  expense 
involved  therein. 

I  had  less  hesitation  in  limiting  the  scope  of  the  enquiry  because  of  the  extent 
and  value  of  the  information  obtained  in  New  York.  I  trust  you  will  find  the 
report  even  in  its  limited  form  enough  to  indicate  the  general  trend  of  legislation  in 
the  United  States,  and  without  in  any  way  expressing  an  opinion  as  to  the 
desirability  of  following  any  part  of  such  legislation  I  hope  you  will  favorably 
entertain  the  only  recommendation  I  venture  to  submit. 

Recommendation. 

For  the  purpose  of  acquiring  more  definite  information  on  the  practical  results 
achieved  in  States  which  have  adopted  Laws  regulating  rating  associations  and  rates, 
in  one  of  its  several  forms,  I  beg  with  due  diffidence  to  recommend  the  appointment 
of  a  Commission  to  pursue  a  more  extended  enquiry,  which  Commission  might  also 
be  charged  with  the  responsibility  of  assisting  you  in  the  preparation  of  proposed 
legislation  on  the  subject  of  Provincial  control  of  insurance  rates  suitable  to  the 
people  and  circumstances  of  the  Province  of  Ontario. 

The  report  as  a  whole  is  respectfully  submitted. 

Toronto,  September  3rd,  19r5.  E.  P.  Heatox. 


SUPPLEMENTARY  REPORT  ON  THE  SUBJECT  OF  INSURANCE 
RATES  AND  THEIR  CONTROL. 

Having  visited  several  of  the  United  States,  investigating  the  operation  of 
Fire  Marshal  systems,  I  took  the  opportunity  of  simultaneously  enquiring  concern- 
ing legislative  enactments  on  the  subject  of  "  State  Control  of  Fire  Insurance 
Rates,"  and  I  beg  to  submit  to  you  a  further  report  on  the  subject  which  will  be 
supplemental  to  the  report  made  by  me  on  September  5th,  1915. 

STATES  OF  NEW  YORK  AND  NEW  JERSEY. 

In  my  previous  report,  I  indicated  the  legislation  in  these  two  States,  and 
pointed  out  the  difference  therein. 

I  had  the  privilege  of  conferring  with  the  responsible  official  of  each  State,  and 
each  informed  me  without  reserve  that  the  legislation  adopted  was  working  so 
satisfactorily  that  neither  had  in  mind  any  necessitv  lV)r  changes,  nor  was   any 
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amending  act  introduced  into  the  respective  legislatures  which  were  in  session  at 
the  time  of  m}'  visit. 

MASSACHUSETTS. 

No  legislation  has  been  enacted  in  this  State,  and  I  was  adnsed  by  the  Com- 
missioner of  Insurance  that  none  was  in   contemplation. 

Mr.  Hardison,  the  Commissioner,  is  recognized  throughout  the  United  States 
as  an  outstanding  authority  on  Insurance  Legislation,  and  I  ventured  to  put  to  him 
the  question,  "  In  the  event  of  your  seeking  legislation,  what  line  of  policy  would 
you  favor?  His  answer  was  equally  direct  as  being  emphatically  in  favor  of  the 
New  Jersey  Act,  "  for,"  said  he,  "  you  will  observe  in  the  proceedings  of  the 
National  Convention  of  Insurance  Commissioners  held  in  New  York  on  December 
18th,  191-4,  I  voted  in  favor  of  our  Bills  Nos.  1  to  4,  which  have  been  consolidated 
in  the  New  Jersey  Act." 

The  inclusion  of  Massachusetts  in  paragraph  15  of  my  September,  1915, 
report  as  a  State  having  adopted,  in  toto,  the  New  York  Law  must  be  amended 
by  the  more  recent  and  more  authentic  information  derived  from  my  visit  to  the 
State  in  January,  1916,  as  now  given. 

With  my  report  I  filed  the  report  of  this  Convention  (Exhibit  F). 

OHIO. 

The  question  of  Fire  Insurance  Rates  has  not  been  legislated  upon  by  this 
State,  but  during  my  visit  to  Columbus  I  learned  that  a  Commission  was  appointed 
in  1913  to  investigate  and  report.  The  investigation  was  held  and  the  Commission 
reported,  recommended  the  adoption  of  legislation  to  all  intents  and  purposes 
exactly  the  same  as  the  New  Jersey  Bill. 

In  1914  the  political  complexion  of  the  State  of  Ohio  underwent  a  change,  and 
I  was  informed  that  the  recommendation  of  the  Commission  was  shelved  in 
consequence  thereof. 

PENNSYLVANIA. 

A  Joint  Legislative  Commission  of  the  State  of  Pensylvania  to  investigate 
and  report  upon  the  subject,  methods  and  practices  of  various  combinations  of  fire 
insurance  companies  for  the  purpose  of  agreeing  upon,  fixing,  establishing  and 
maintaining  fire  insurance  rates  was  appointed  by  resolution  on  .June  27th,  1913. 

A  report  from  this  Commission,  recommending  legislation  along  lines  similar 
to  the  New  York  Act  was  filed  on  February  8th,  1915,  but  was  not  acted  upon  at 
the  Legislature  then  sitting.  As  the  Pennsylvania  Legislature  meets  only  every 
alternate  year,  no  actioA  can  be  taken  until  1917.  (See  Paragraph  15  of  my 
report  of  September,  1915.) 

The  concluding  paragraph  of  the  Commission's  report  is  worth  quoting  in 
full  :— 

"  In  conclusion,  your  Commission  finds  from  the  testimony  adduced  before  it 
from  all  sources,  both  from  the  insurer  and  the  insured,  as  well  as  that  of  recognized 
experts  in  the  fire  insurance  business,  that  such  combinations  of  insurance  com- 
panies, or  their  representatives  or  agents,  are  in  accordance  with  a  wise  public 
policy,  are  necessary  to  the  solvency  of  the  Insurance  companies  and  are  beneficial 
to  the  public.  x\nd  we  now  suggest  such  legislation  as,  in  our  Judgment,  is  neces- 
sary and  advisable  for  the  proper  control  and  supervision  of  such  combinations, 
their  methods  and  practices." 
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IOWA. 

I  have  been  favored  with  some  recent  information  from  the  Commissioner  of 
this  State  (Hon.  Emory  H.  English),  which  evidences  that  Iowa  has  not  adopted 
the  New  York  Law  (as  mentioned  in  Paragraph  15  of  my  September,  1915,  report),, 
but  has  enacted  legislation  almost  on  identical  lines  to  New  Jersey. 

At  the  time  of  my  visit  to  New  York  last  year,  the  Iowa  Legislature  was  in 
session,  but  the  "  Insurance  Rating  Law"  was  not  passed  until  some  time  later  (it 
became  effective  July  4th,  1915). 

The  Commissioner  of  Iowa  has  favored  me  with  a  copy  of  the  act  passed  by 
his  State,  which  may  be  taken  to  represent  the  latest  type  of  legislation  in  the 
supervision  or  control  of  insurance  rate-making  bureaus,  and  I  attach  a  copy  of 
the  bill  hereto.  As  I  have  already  pointed  out,  the  bill  practically  enacts  similar 
legislation  to  that  adopted  by  the  State  of  New  Jersey,  but  it  has  one  very  useful 
provision  which,  so  far  as  I  know,  has  not  been  incorporated  •  in  any  other  State, 
namely,  that  the  insurance  companies  may,  under  certain  conditions  (Section  5  of 
the  Act)  vary  the  bureau  rate.  This  is  a  wide  latitude,  and  extends  even  to  the 
point  of  any  authorized  company  operating  its  own  bureau,  and  making  such  rates 
as  its  loss  experience  in  connection  with  the  physical  condition  of  the  buildings 
insured,  the  hazard  of  location,  and  the  character  of  the  fire  protection  which  may 
be  indicated  to  be  proper:  and  it  is  entirely  optional  with  any  company  whether 
they  apply  the  rates  of  any  particular  bureau. 

It  may  be  appropriate  to  give  the  following  brief  digest  of  the  Iowa  Act. 

Section  1. — Defines  to  whom  the  Act  is  applicable,  and  those  who  are  exempt 
from  the  provisions  of  the  Act. 

Section  2. — Provides  that  all  insurers  must  use  bureau  rates ;  that  insurers 
must  be  limited  to  one  rating  bureau;  what  rating  bureaus  may  consist  of;  that 
rating  bureaus  of  two  or  more  insurers  must  admit  any  insurer  to  membership; 
that  insurers  must  annually  designate  to  the  Insurance  Commissioner  the  rating 
bureaus  they  belong  to. 

Section  3. — Provides  that  the  Commissioner  of  Insurance  may  make  enquiry 
concerning  the  rates. 

Section  Jf.- — Provides  that  the  Commissioner  of  Insurance  may,  and  shall  at 
stated  times  examine  the  rating  bureaus. 

Section  5. — Is  what  is  known  as  the  "  anti-discrimination  "  section,  and  is  the 
crux  of  the  bill.  It  provides  for  variations  from  bureau  rates  as  more  particularly 
referred  to  in  the  last  preceding  paragraph. 

Section  6. — Provides  that  ratings  must  be  based  upon  inspections,  and  that 
copies  of  the  surveys  must  be  furnished  to  the  assured  on  request. 

Section  7. — Confers  upon  the  Commissioner  of  Insurance  the  power  to  review 
any  bureau  rate,  and  if  discrimination  or  injustice  is  found,  to  remove  such.  By 
this  section,  any  of  the  Commissioners'  findings  or  orders  are  subject  to  court 
review. 

Section  8. — Forbids  rebating,  or  the  giving  of  inducements  to  secure  business. 

Sections  9  and  10. — Provide  penalties. 

A  careful  reading  of  the  Iowa  statute  would  disclose  that  under  it  a  sub- 
stantial degree  of  competition  is  afforded  by  the  provision  permitting  variations 
from  the  bureau  rates  by  individual  companies.  Under  this  wise  provision  of  the 
statute,  companies  can  make  any  rate  they  themselves  desire,  but  are  compelled  to 
make  same  public  by  filing  with  the  Insurance  department  and  the  rating  bureau 
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whose  rates  they  have  adopted,  as  a  basis  of  the  variation  they  wish  to  make,  and 
such  variation  must  be  applicable  to  all  risks  of  property  of  the  same  class. 

In  a  letter  received  from  the  Commissioner  of  Insurance,  he  makes  this 
statement : 

"  Under  this  law,  I  am  impressed  that  the  State  is  obtaining  all  of  the  advan- 
tage of  having  risks  standardized  with  reference  to  the  hazard,  and  at  the  same 
time  encouraging  property  owners  to  remove  and  correct  evils  of  occupancy,  thereby 
not  only  lowering  their  insurance  rates,  but  also  materially  reducing  the  probability 
of  fire  waste." 

I  have  quoted  the  Iowa  law  at  some  length,  because,  I  believe  it  presents  a 
measure  more  nearly  akin  to  the  interests  and  requirements  of  this  Province  than 
any  other  I  have  seen. 

In  making  this  general  comment.  I  should  particularly  and  further  emphasize 
the  necessity  for  incorporating  in  any  Act  adopted  by  the  Province  of  Ontario 
clauses  governing  features  of  control  other  than  of  rates,  as  expressed  on  page  4  of 
my  report  of  September,  1915. 

CONCLUSIOX. 

The  supplementary  information  now  given  will,  I  hope,  be  of  service  in  the 
further  consideration  of  the  measure  that  should  be  adopted  to  deal  with  the 
subject  of  the  control  of  insurance  rates  within  this  Province,  and  I  cannot  do 
better  than  inscribe  in  this  record  a  few  general  remarks  placed  before  the 
Honourable  the  Attorney-General  in  a  memorandum  recently  prepared,  as  fellows: 

1.  "  The  business  of  fire  insurance  is  of  such  commercial  importance  that  it 
ranks  with  banking,  railway,  express  and  telegraph  service,  ^nd  public  interests 
demand  that  the  institution  should  be  preserved;  that  its  usefulness  should  be 
increased,  and  that  its  capacity  for  efficient  public  service  should  be  unimpaired. 

2.  "  It  is  in  the  public  interest  that  stability  in  rates  should  be  established  to 
the  end  that  unjust  and  discriminatory  conditions  should  not  bo  allowed  to  exist, 
and  equally  that  adequacy  of  rates  should  be  maintained  for  the  pxirpose  of  securing 
the  solvency  of  the  insurance  companies. 

3.  "  The  determination  of  just  and  adequate  rates  must  be  based  upon  two 
fundamental  conditions,  namely,  first  an  accurate  statistical  record  of  fire  losses 
is  classes  and  territories,  and-  second,  upon  inspection  and  written  surveys  6t 
properties  to  be  insured. 

4.  ''  It  is  practically  impossible,  because  of  the  enormous  cost,  for  companies 
large  or  small  to  prepare  their  own  rates  and  rate  books,  involving  as  has  been 
said,  statistical  information,  surveying,  inspecting  and  reporting.  Co-operation 
between  them  is,  therefore,  in  some  degree  essential. 

5.  "^Legislation  should  therefore  assist  in  the  proper  regulation- of  the  agencies 
used  for  rate-making  purposes,  and  like  all  supervisory  and  restrictive  laws  should 
go  no  further  than  is  absolutely  necessarv  for  the  protection  of  the  people. 

6.  "  Oppressive  legislation,  that  is,  legislation  forbidding  the  association  of 
companies  for  rate-making  purposes,  has  always  failed,  and  has  resulted  in 
demoralized  commercial  conditions. 

7.' "In  the  State  of  Missouri,  two  years  ago,  such  a  law  was  passed  by  the 
legislature,  whereupon  all  fire  insurance  companies,  except  those  of  domestic 
origin,  retired  from  business  and  completely  demoralized  cominercial  cre'lit.  Con- 
ditions became  so  bad  that  the  State  Executive  called   into  conference  bankers. 
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manufacturers,  merchants  and  insurance  representatives,  with  the  result  that  the 
oppressive  legislation  was  withdrawn  and  a  sane  law  controlling  and  regulating 
the  rate-making  body  was  substituted.  The  insurance  companies  thereupon  re- 
turned to  the  State  for  active  business. 

"  A  condition  exactly  similar  is  now  operating  in  the  State  of  South  Carolina. 
Sixty-seven  insurance  companies  have  withdrawn,  and  it  is  manifest  that  with 
demoralized  commercial  credit,  remedial  legislation  must  be  enacted. 

"  The  whole  matter  of  an  effective,  yet  wise  control  of  various  insurance  rate- 
making  bodies  is  of  tremendous  importance,  and  requires  the  mo>t  thorough  and 
careful  consideration." 

Respectfully  submitted, 

E.  P.  Heaton. 
Toronto.  April  loth,  1916. 
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APPENDIX  No.  4. 

TABLE     I. 

Tariff  or  Board  Ixsuranck  in  Ontario.  1917. 

Ne.t  Amount  Net  Premium              Losses 

Canadian  Companies.  at  Risk.  Income.                     Paid. 

Acadia $5,917,590  00  «39.881  00              $26  278  0« 

British  America    68.226,000  00*  298.58-3  00              188.925  O'"^ 

British   Colonial    5,102,955  00  40  881  00    '            29.485  00 

British  North-Western    1.149.685  00  12,767  00                  4,746  00 

Canada    Accident    3,158.304  00  26  027.  00                  7 176  01 

Canada  National    7,913,028  00  52.451  00                44.856  00 

Canadian  Fire    13,411,947  00  82,469  00                51  887  00 

Dominion    of    Canada    Guarantee    and 

Accident     1.091,343  00  9,251   00                  3.807  00 

Globe    Indemnity    10,373,484  00  48  160  00                22  614  00 

Hudson   Bay    9,430,625  00  76,623  00                71,6C0  00 

Imperial  Underwriters    6,317,937  00  45,279  00                25  838  00 

Liverpool-Manitoba     23,129.848  00  141,589  00                61.878  00 

Mercantile  Fire 22,436,615  DO  160.358  00                85. 192  0^ 

North   Empire    3,086,000  00*  62,264  00                52.672  00 

North-West     6.776,135  00  43.552  00                38.260  00 

Occidental 4,448,361  00  31,147  00                26.953  00 

Pacific   Coast    6,690.241  00  65,176  00                57.515  00 

Quebec  Fire    11,250,629  00  53,590  00                21.648  00 

Western 73,423,000  00  379,405  00              211,266  00 

Total     $283,333,727  00  $1,669. 453  00 

British  Companies. 

Alliance $16  813,557  00  $101,291  00 

Atlas 32,235,341  00  20i  ,359  00 

British    Crown     13.431.549  00  87,231  00 

Caledonian 33,633,766  00  179  938  00 

Centurv 5,817.335  00  48,661   00 

Commercial  Union    45,000,000  00  341.038  00 

Eagle,  Star,  &  British  Doms 6,728,194  00  41.018  00 

Employers'  Liability    25,680.000  00  204.013  00 

General   Accident    13,382.718  00  114,936  00 

Guardian   Assurance    28,555,878  00  345  881  00 

Law,  Union  &  Rock  13.000,000  00  76,623  00 

Liverpool  and  London  and  Globe 86,194,236  00  508  307  00 

London   Guarantee   &   Accident 15,070,000  00*  174,850  00 

London  &  Lancashire  Fire   52,813,605  00  345,514  00 

London  Assurance   20.638,329  00     '         109.137  00 

Nor.  Brit.  &  Mercantile   50,773,323  00  312,073  00 

Northern   Assurance    29,283,076  00  342,461  00 

Norwich   Union    55,609,787  00  361  866  00 

Ocean  Accident  &  Guarantee   14,082,177  00  142,185  00 

Palatine 11,000,000  00  80.567  00 

Phoenix  of   London    42,442,081  00  256,707  00 

Royal   Exchange    18,789,327  00  135,130  00 

Royal   Insurance    99,603.282  00  576,921  00 

Scottish  Union  &  National    23,756,328  00  128,171  00 

Sun  Insurance  Office   35,661,075  00  261,606  00 

Union  Assurance  Society   22,408,000  00*  "          182.899  00 

Union  Insurance  of  Canton  : .  .  .  2,497,000  00  19.918  00 

Yorkshire 23,183,311  00  148,413  00 

Total $838,083,275  00  $5,828,714  00         $3,453,853  00 


$1,032,596 

00 

.$40,650 

00 

156.242 

00 

40,916 

00 

112.977 

00 

51,741 

00 

223.629 

00 

9,683 

00 

101,362 

00 

87.768 

00 

209,961 

00 

48,865 

00 

309,789 

00 

81,551 

00 

152,176 

00 

46,335 

00 

106,587 

00 

200,813 

00 

213.276 

00 

57,829 

00 

56,262 

00 

146,544 

00 

105.639 

00 

337,764 

00 

121,001 

00 

198,960 

00 

118,460 

00 

684 

00 

116,389 

00 

*  Approximation  by  Insurance  Department. 
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Net  Amount 

United  States  and  Other  Companies.  at  Risk. 

^tna  Insurance  Company   $19,517,865  00 

Alliance    Insurance    3,869,170  00 

Connecticut 4,108,000  00* 

Continental   Insurance    13,332,000  00* 

Equitable  Fire  &  Marine   1,408,000  00* 

Fidelity   Phenix    11,181,000  00* 

Firemen's   Fund    5,252,459  00 

Firemen's  Insurance    1,954,034  00 

General  of  Paris  2,177,000  00* 

Glen    Falls    4,299,948  00 

Globe  &  Rutgers   15,250,000  00 

Great   American    18,436,701  00 

Hartford   Fire    44,462,238  00 

Home  Insurance   41,286,498  00 

Insurance  Co.  of  North  America 13,363,814  00 

Insurance  Co.  of  State  of  Pa 6,221,534  00 

National  Fire  of  Hartford  19,200,262  00 

National  Union  Fire   11,356,935  00 

Niagara  Fire    5,508,450  00 

Phoenix  of  Paris    2,947,000  00* 

Phoenix  of  Hartford   17,343,000  00* 

Providence  Washington    3,595,086  00 

Queen  of  America    34,758,096  00 

St.  Paul  Fire  &  Marine 16,441,879  00 

Springfield  Fire  &  Marine 10,792,656  00 

L'Union  of  Paris    6,104,617  00 

Westchester 3,355,000  00* 

Total $337,523,242  00 


Net  Premium 

Losses 

Income. 

Paid. 

$129,951  00 

$70,272  00 

14,487  00 

6,727  00 

35,188  00 

21,979  00 

115,402  00 

122,169  00 

12,983  00 

5,264  00 

99,167  00 

77,987  00 

33,388  00 

50,300  00 

17,574  00 

14.816  00 

21,298  00 

18,271  00 

38,276  00 

28,670  00 

176,682  00 

137,016  00 

131,302  00 

107,281  00 

354,483  00 

172,505  00 

293,377  00 

238,612  00 

185,470  00 

125,809  00 

94,468  00 

84,315  00 

133,017  00 

107,778  00 

77,445  00 

42,215  00 

41,658  00 

33,501  00 

27,686  00 

24,544  00 

125,244  00 

57,982  00 

59,942  00 

44,307  00 

219,820  00 

135,601  00 

133,041  00 

83,877  00 

68,665  00 

46,902  00 

46,514  00 

33,625  00 

37,300  00 

21,400  00 

$2,714,828  00 

$1,913,725  00 

TABLE    II. 
Non-Tabiff   Insurance  in  Ontario,   1917. 


Canadian  Companies. 

Canadian    Lumbermen's 

Dominion    Fire    

London  Mutual    

Mount  Royal    


Net  Amount 
at  Risk. 

$575,550  00 
33,091,118  00 
78,549,405  00 
19,720,470  00 

$131,936,543  00 


Net  Premium 
Income. 

$13,342  00 
227,433  00 
352,270  00 
181,768  00 

$774,813  00 


Losses 
Paid. 

Nil. 

132,066  00 

198,270  00 

115,822  00 

$445,958  00 


British  Companies. 
Provincial     

United    States   and    Other   Companies. 

American    Central    

American   Insurance    

American   Lloyds    

Commercial  Union  of  N.Y 

Millers  National    

National  Ben  Franklin   

La  Nationale    

Northwestern    National    

Stuyvesant    


$3,862,827  00 


$2,571,671  00 
185.000  00* 
4,191,250  00 


2,268,498  00 

7,632,346  00 

6,049,031  00 

14,237,156  00 

51,000  00 

$37,185,952  00 


$24,430  00 


$4,789  00 

2,102  00 

13,120  00 

24,142  00 

39,955  00 

55,607  00 

80,546  00 

43,115  00 

$263,376  00 


$26,807  OP 


$3,026  00 

31  00 

19,973  00 

25,322  00 
19,782  00 
36,480  00 
44,122  00 
62,009  00 

$210,745  00 


*  Approximation  by  Insurance  Department. 
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Ontario  Companies. 

Merchants' $48,595,030  00 

Queen  Citv   29,214,417  00 

Economical 24,099,229  00 

Gore 28,059,516  00 

Perth 27,043,119  00 

Waterloo 38,417,053  00 

Fire  Ins.   Exchange 15,762,947  00 

Hand  in  Hand  19,503,158  00 

Millers'  &  Manufacturers'    16,541,288  00 

Monarch 6,750,840  00 

Wellington     9,192,544  00 

70  Purely  Mutual  Companies  320,003,198  00 


$583,182,339  00 


TABLE    in. 

Unlicensed  Insubance  in  Oxtabio,  1917. 

Net  Amount  at  Risk.     Losses  Paid. 

All  Foreign  Countries    $136,851,426  00  $571,600  00 

SUMMABY. 

Companies.                                                                                        Tariff.  Non-Tariff. 

Canadian     $283,333,727  00  $131,936,543  00 

British                     838,083,275  00  3,862,827  00 

U  S    and  Foreign    337,523,242  00  37,185,952  00 

Ontario   License    •■  •  •  *583,182,339  00 

Unlicensed tl36,851,426  00 


Grand    Total    $1,458,940,244  00     $893,019,087  00 

Net  amount  of  insurance  on  property  in  Ontario,  as  on  December  31st,  1917, 
$2,351,959,351.00,  of  which  62  per  cent,  is  carried  by  members  of  the  Canadian 
Fire  Underwriters'  Association. 

*  About  $350,000,000  of  this  amount  is  carried  on  farm  property,  and  is  written  on 
the  mutual  plan.     There  is  practically  no  competition  for  this  business. 

t  Of  this  amount,  $92,000,000  is  written  by  the  New  England  Mutuals  and  competi- 
tion is  especially  keen  for  this  business.  A  large  proportion  of  the  balance  is  carried 
on  lumber  risks  and  classes  of  property  for  which  there  is  not  much  competition. 
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APPENDIX  No.  5 

BEING  EXTEACT  FROM  THE  EEPORT  OF  THE  JOINT  COMMITTEE 
OF  THE  SENATE  AND  ASSEMBLY  OF  THE  STATE   OF  NEW  YOEK, 

Dated  1st  Februaby,  1911,  at  Pages  56-63. 

The  Eaenings  of  Fiee  Insurance  Companies. 

In  trying  to  discover  the  sources  of  the  hostility  on  the  part  of  the  public 
towards  fire  insurance  companies,  it  becomes  of  great  importance  to  examine 
the  question  of  earnings.  It  has  been  claimed  by  insurance  companies  that  the 
earnings  have  been  smally  for  instance,  that  the  '' underwritinu-  profit  has  been 
nothing  during  the  last  forty  years.  There  was  evidently  so  little  real  ingenuousness 
in  this  statement,  not  that  it  was  wrong,  but  simply  that  it  was  unenlightening,- 
that  the  public  set  it  down  as  not  worth  consideration,  and  continued  to  believe 
that  fire  insurance  was  very  profitable.  In  order  to  have  some  definite  figures 
to  present,  the  Committee  requested  Mr.  J.  H.  Woodward,  head  of  the  Auditing 
Bureau  of  the  New  York  Department  of  Insurance,  to  have  an  inquiry  made 
on  this  subject.  Before  these  figures  are  referred  to,  it  will  be  necessary  to  explain 
in  detail  on  what  basis  they  were  made. 

What  is  left  of  the  premiums  received  during  the  year,  after  losses  and 
expenses  have  been  paid,  is  what  is  commonly  called  "  underwriting  profit."  If 
money  earned  no  interest  this  would  be  the  whole  profit,  but,  in  reality,  interest 
is  almost  as  important  an  element  in  the  profit  of  an  insurance  company  as  it 
is  in  the  case  of  a  bank,  in  fact,  the  unearned  premium  reserve  is  on  deposit 
with  an  insurance  company  in  very  much  the  same  way  that  the  money  of  depositors 
is  on  deposit  in  a  bank. 

Let  us  take  an  example:*  suppose  a  company  with  a  capital  of  $1,000,000, 
a  surplus  at  the  beginning  of  the  year  of  $4,500,000  and  doing  a  business  during 
the  year  of  $6,250,000  in  premiums ;  suppose  the  unearned  premium  reserve  at 
the  beginning  of  the  year  is  $5,800,000,  suppose  the  losses  during  the  year  have 
been  $3,450,000  and  "^  the  expenses  $2,400,000.  Then  the  underwriting  profit 
during  the  year  has  been  $6,250,000  less  $3,450,000,  less  $2,400,000,  or  $400,000, 
or  expressed  as  a  percentage,  6.4  per  cent,  upon  the  premium  receipts,  or  40 
per  cent,  upon  the  capital. 

Now  the  funds  that  the  company  has  had  at  interest  during  the  year  are 
approximately  the  capital,  $1,000,000,  the  surplus,  $4,500,000,  and  the  reserve,f 
$5,800,000,  altogether  $11,300,000.  If  this  sum  has  earned  4  per  cent,  net  the 
earnings  from  the  interest  will  be  $452,000  or  45  per  cent,  upon  the  capital. 
The  investment  earnings  of  the  company  in  this  case  are  therefore  somewhat 
greater  than  .the  so-called  '"underwriting"  earnings  and  if  in  an  unfavorable 
year  the  premium  receipts  were  wholly  used  up  in  paying  losses  and  expenses 
the  company  would  still  make  a  profit  of  45  per  cent,  upon  its  capital  stock 
from  interest  alone. 

The  principle  stated  in  words  is  as  follows :  besides  the  capital  stock  the 
company  holds  a  surplus  and  an  unearned  premium  fund;  even  a  low  rate  of 
interest  upon  this  sum  of  money  will  yield  a  large  return  upon  the  capital. 

*  This  is  a  fairly  typical  example. 

t  It  would   be  more  proper  to  use  the  average  surplus  and   reserve,  but  the  effect 
in  this  connection  would  be  simply  to  make  a  slight  change  in  the  effective  interest  rate. 
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The  point  that  has  been  brought  out  here  is  that  the  so-called  "  underwriting 
profit "  is  only  a  part  of  the  profit  of  an  insurance  company,  and  that  the  com- 
panies in  professing  to  take  the  public  into  their  confidence  and  not  making 
this  point  clear  may  rightly  be  critized. 

In  passing  we  cannot  help  noticing  that  the  earnings  were  85  per  cent,  of 
the  capital  stock;  superficially,  at  least,  this  seems  an  excessive  profit  and  would 
seem  to  justify  the  popular  impression  that  fire  insurance  is  a  bonanza. 

This  illusion  largely  disappears  when  we  consider  carefully  upon  what  basis 
the  earnings  should  be  figured.  In  reality,  the  amount  of  the  capital  of  a  fire 
insurance  company  has  very  little  significance;  it  is  scarcely  anything  beyond 
a  basis  for  computing  the  ownership  of  the  company.  The  real  capital,  in  the 
economic  sense,  that  the  stockholders  have  in  the  business  is  to  be  valued  either 
as  what  the  business  would  bring  if  sold  as  a  going  concern,  or  as  what  it  would 
bring  if  liquidated.  The  former,  the  market  price,  would  in  general  be  greater 
than  the  latter  by  the  value  of  the  good  will  of  the  business.  The  sum  for 
which  the  business  could  be  liquidated,  which  we  may  call  the  proprietorship  or 
the  "  proprietary  interest "  would  be,  in  general,  the  capital,  the  surplus,  and 
say  30  per  cent,  of  the  reinsurance  reserve  (for  the  reason  that  the  business 
could  be  reinsured  for  about  70  per  cent,  of  the  reserve;  the  reinsurance  company 
would  be  to  no  expense  in  procuring  the  business,  and,  hence,  could  afford  to  take 
it  at  less  than  the  full  premium  rate).  In  the  example  given  above  this  would 
be  $1,000,000,  plus  $4,500,000,  plus  $1,740,000.  or  $7,240,000.  This  is  the  sum 
of  money  which,  at  the  lowest  estimate,  the  stockholders  have  invested  in  the 
business.  If  the  profits  of  the  year,  $852,000,  are  figured  on  this  amount  as  a 
basis,  the  rate  of  income  is  11.7  per  cent,  instead  of  85  per  cent.,  as  when  figured 
on  the  capital  stock.  • 

Xow  this  method  of  figuring  profits  is  the  method  that  is  used  in  every 
other  kind  of  business,  and  there  is  no  reason  why  it  should  not  be  equally  valuable 
in  fire  insurance.  It  certainly  answers  the  question  which  the  prospective  buyer 
of  fire  insurance  stock  wishes  to  have  answered,  namelj',  "  how  much,  taking 
into  account  all  sources  of  income,  underwriting  profit,  interest  and  gain  frrm 
the  sale  of  securities,  will  my  investment  yield?"  It  certainly  answers  the  questin 
which  the  public  is  interested  in :  "  what,  taking  everything  into  account,  has  the 
fire  insurance  business  yielded?  Have  the  profits  been  excessive?  if  so  the  p"''- 
miums  must  have  been  too  high." 

The  actual  method  used  was  even  somwhat  simpler  than  this.  Let  us  suppo«f 
a  mercantile  business,  which  on  the  basis  of  an  inventor}^  shows  that  the  pro- 
prietors have  $10". 000.  net.  invested  in  the  business  at  the  beginning  of  the  year; 
this  may  be  called  the  proprietorship  or  proprietary  interest;  let  us  suppose  that 
at  the  end  of  the  year  a  similar  statement  shows  that,  without  any  further  con- 
tribution by  the  proprietors,  the  business  has  increased  to  $105,000.  and  that 
the  proprietors  have  in  addition  taken  out  $5,000  in  profits.  Then  the  earnirgs 
of  the  business  have  been  the  $5,000  of  profits  plus  the  difference  between  the 
values  of  the  proprietarv^  interest  at  the  beginning  and  at  the  end  of  the  year, 
that  is.  $10,000  altogether,  and  the  earning  rate  of  the  business  is  the  ratio  of 
this  to  the  $100,000  which  was  in  the  business  at  the  beginning  of  the  yr-ar. 
or  10  per  cent. 

In  the  case  of  the  insurance  company  the  proprietary  interest  has  already 
been  defined  as  the  capital,  surplus  and  30  per  cent,  of  the  reserve.  The  difference 
between  the  values  of  this  at  the  beginning  and  end  of  the  year,  plus  the  dividends 
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to  stockholders,  less  any  possible  assessments  from  the  earnings  for  the  year  and 
the  ratio  of  this  to  the  proprietary  interest  at  the  beginning  of  the  year,  gives 
the  earning  rate. 

In  our  ease  we  may  suppose  the  figures  to  be  as  follows : — 

Capital  (end  of  the  year)    $1,000,000 

Surplus   (end  of  the  year)    4,850,000 

30  per  cent,  of  reserve    (end  of  the  year)    1,860,000 

Proprietary  interest   (end  of  year)    $7,710,000 

Proprietary  interest   (beginning  of  year)    7,240,000 

Gain  in  proprietary  interest    $470,000 

Dividends  to  stockholders 382,000 

Earnings    (as  before)    $852,000 

$852,000  11.7% 

Earning  rate    (as  before)    

$7,240,000 

The  result  can  be  expressed  in  a  slightly  different  way,  thus :  The  money 
which  the  stockholders  have,  invested  in  the  business,  has  yielded  11.7  per  cent.; 
of  this  it  has  earned  4  per  cent,  directly  as  interest,  since  the  entire  amount 
has  been  invested  in  interest-bearing  securities;  the  remainder  7.7  per  cent,  re- 
presents the  profit  which  has  come  in  consideration  of  the  peculiarl}'  hazardous 
nature  of  the  business,  that  is,  the  stockholders  have  earned  7.7  per  cent,  upon 
their  money  by  leaving  it  at  risk  in  addition  to  what  they  could  have  earned 
if  they  had  kept  it  invested  in  safe  securities.  The  figures  used  are,  of  course, 
purely  in  the  way  of  illustration  and  in  themselves  have  no  significance. 

The  figures  that  were  prepared  by  the  Insurance  Department  were  made  on 
this  basis.    The  following  groups  of  companies  were  selected : 

1.  The  six  largest  United  States  companies. 

2.  The  six  medium  United  States  companies  (with  assets  about  half-way 
between  the  assets  of  the  largest  and  the  smallest  companies). 

3.  The  six  smallest  United  States  companies. 

4.  Six  new  United  States  companies  between  five  and  ten  years  old. 

5.  Six  foreign  companies. 

The  first  four  groups  were  practically  self-determined ;  in  the  last  group  were 
taken  four  typical  English  companies  and  two  Continental  companies. 

The  investigation  was  made  for  each  of  the  last  twenty  years,  or,  failing 
that,  for  the  lifetime  of  the  company. 

In  the  first  group,  that  of  the  six:  largest  United  States  companies,  it  was 
found  that  the  average  rate  of  earnings  for  twenty  years  had  been  10.9  per  cent., 
12.8  per  cent.,  10'  per  cent.,  9.3  per  cent.,  10.1  per  cent.,  and  7.6  per  cent.,  or 
an  average  Of  all  six  companies  of  10.1  per  cent.  The  fluctuations  from  year 
to  year  had  been  violent,  ranging  from  a  profit  for  one  company  in  1908  of 
31.4  per  cent,  to  a  loss  for  another  company  in  1906  of  49.4  per  cent. 

The  rate  of  dividends  returned,  computed  on  the  same  basis,  and  for  these 
same  companies  in  the  same  order  were  4.6  per  cent.,  4.1  per  cent.,  4.3  per  cent., 
7.3  per  cent.,  4.9  per  cent.,  and  6  per  cent,  with  an  average  for  all  six  companies 
of  5.4  per  cent. 

That  is,  in  words,  for  the  last  twenty  years  the  six  largest  United  States 
companies  have  earned  on  the  average  10.1   per  cent,  per  year  on  the  amount  of 
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money  that  they  have  had  invested  in  the  business;  they  have  during  that  time 
on  the  average  paid  on  the  same  basis  dividends  of  5.4  per  cent.,  that  is,  of  their 
earnings  they  have '  distributed  in  dividends  a  little  more  than  half,  keeping 
the  remainder  in  the  business  where  it  has  gone  mostly  to  increase  the  surplus 
and  is  thus  of  course  at  the  hazard  of  a  conflagration. 

The  detailed  figures  for  these  six  companies  are  as  follows : 

Earxixg  Rates  of  the  Srs  Largest  Uxited  States  Cojipanies. 

Year.  Earning  Rate.     Dividend  Rate. 

1890 9.7  6.8 

1891 5.4  6.6 

1892 8.5  6.4 

1893 -1.3  6.3 

1894 14.5  6.8 

1895 12.3  6.4 

1896 14.9  6.2 

1897 17.5  6.0 

1898 10.7  5.7 

1899 4.8  5.4 

1900 9.4  5.4 

1901 10.1  5.3 

1902 12.6  5.1 

1903 12.6  4.3 

1904 9.9  4.9 

1905 17.6  5.2 

1906 -14.0  -1.3 

1907 2.5  5.3 

1908 26.2  5.7 

1909 18.4  5.2 

Average :..       10.1  5.4 

The  same  figures  for  the  second  group  of  the  six  medium  companies  give 
earning  rates  of  6  per  cent.,  8.9  per  cent.,  6.9  per  cent.,  4.8  per  cent.,  9.2  per  cent., 
and  4.6  per  cent.,  or  an  average  for  all  six  of  6.6  per  cent.  The  dividend  rates 
have  been  3.2  per  cent.,  3.4  per  cent.,  3.7  per  cent.,  2.1  per  cent.,  3  per  cent  and 
2.7  per  cent.,  or  an  average  for  all  six  companies  of .  3.3  per  cent.,  or  to  summarize: 
six  medium-sized  companies  for  the  last  twenty  years  earned  on  the  average  6.6 
per  cent,  per  year  on  the  amount  of  money  they  had  invested  in  the  business; 
just  half  of  this  was  distributed  in  dividends  and  half  was  kept  in  the  business. 

The  same  figures  for  the  third  group  of  the  six  smallest  United  States 
companies  give  earning  rates  of  8  per  cent.,  6.2  per  cent.,  5.9  per  cent.,  4.8  per 
cent.,  2.3  per  cent.,  and  2.2  per  cent.,  or  an  average  for  all  six  of  4.5  per  cent.- 
The  corresponding  dividend  rates  are  4.7  per  cent.,  4.4  per  cent.,  3  per  cent., 
5  per  cent.,  .7  per  cent.,  and  2.9  per  cent.,  or  an  average  for  all  six  companies 
of  3.4  per  cent,  per  year. 

Of  the  six  new  companies,  one  shows  an  average  profit  for  ten  years  of  28.5* 
per  cent.;  its  dividend  rate,  however,  was  only  3.9  per  cent.,  showing  that  most 
of  this  large  profit  was  put  into  surplus.  One  year  iit  the  history  of  this  company 
showed  a  profit  of  62.1  per  cent.    For  the  six  companies  the  figures  are  as  follows: 

Company  1,  earnings  28.5  per  cent.,  dividends  3.9  per  cent. 
Company  2,  earnings — 2.3  per  cent.,  dividends — 13.8  per  cent. 
Company  3,  earnings  5.1  per  cent.,  dividends  .8  per  cent. 
Company  4.  earnings — 2.6  per  cent.,  dividends — 10.2  per  cent. 

♦  This  company  and  its  methods  are  exceptional. 
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Compan}^  5,  earnings  8.7  per  cent.,  dividends  6.6  per  cent. 
Company  6,  earnings — 1.6  per  cent.,  dividends — 2.3  per  cent. 

That  is,  of  six  new  companies  chosen  at  random,  all  of  them  between  five 
and  ten  years  of  age,  three  have  lost  money. 

The  figures  for  the  United  States  branches  of  companies  of  other  countries 
are  as  follows  :* 

Company  1,  earnings  9.3  per  cent.,  dividends  6.S  per  cent. 
Company  2,  earnings — 4.7  per  cent.,  dividends — 6.8  per  cent. 
Company  3,  earnings  6.7  per  cent.,  dividends  2.1  per  cent. 
Company  4,  earnings  5.1  per  cent.,  dividends  1.7  per  cent. 
Company  5,  earnings — 1.1  per  cent.,  dividends — 7.1  per  cent. 
Company  6,  earnings — 14.8  per  cent.,  dividends — 19.4  per  cent. 

That  is,  of  six  companies  of  other  countries,  three  have  lost  money  in  this 
country. 

These  figures  seem  to  demonstrate  several  things  very  clearly,  first,  that  what 
money  is  being  made  in  the  business  is  being  made  by  the  old,  large,  established 
companies,  that  new  companies  are  quite  as  likely  to  lose  as  to  make  money, 
and  that  in  a  general  way,  the  prosperity  of  a  company  is  in  pretty  close  cor- 
respondence with  its  size  and  standing. 

Second.  It  seems  clear  that  the  companies  on  the  whole,  have  not  made  an 
excessive  profit.  The  best  companies  have  averaged  10  per  cent,  profit  for  the 
last  twenty  years  of  which  half  has  been  kept  in  the  business.  In  a  mercantile 
or  manufacturing  business  this  would  be  considered  a  good  return,  but  it  must 
be  remembered  that  in  a  fire  insurance  company  everything  may  be  lost  in  a 
conflagration.  And  yet  these  figures  are  only  for  the  largest  companies ;  the 
small  and  medium-sized  companies  have  earned  scarcely  more  than  they  could 
have  earned  if  they  had  invested  their  money  in  bonds  or  mortgages  and  done 
no  insurance  business  at  all. 

This  showing  is  substantiated,  first,  by  the  fact  that  no  company  of  the  first 
rank  has  gained  a  footing  in  the  business  during  the  last  thirty  years,  and.  second, 
by  the  record  of  companies  which  in  that  time  have  been  organized  and  dissolved. 
The  records  show,  according  to  testimony,  that  out  of  213  companies  admitted 
to  do  business  in  this  state  in  1875  there  are  only  69  of  the  original  number 
remaining,  the  other  144  having  withdrawn  and  in  nearly  evesy  case  gone  out 
of  business. 

In  this  connection  the  fact  was  brought  forward  that  in  general  the  directors 
of  a  fire  insurance  company  own  only  a  small  part  of  its  stock;  the  average  for 
the  six  largest  companies  is  7  per  cent.,  and  for  all  the  companies  20  per  cent. 
It  is  furthermore  a  fact)  that  fire  insurance  companies  are  not  being  organized 
in  general  by  men  who  are  most  familiar  with  financial  conditions :  it  is  stated 
to  be  impossible  to  secure  money  in  Wall  Street  for  the  organization  of  fire  insurance 
companies  and  that  the  money  in  fire  insurance  belongs  very  largely  to  small 
investors. 

The  figures  that  have  been  presented  seem  to  show  that  on  the  whole  the 
companies  have  not  been  making  an  excessive  profit;  the  question  whether  the 
premiums  have  been  too  large  reduces  itself,  therefore,  to  the  question  whether 
the  expense  has  been  too  large.    The  subject  of  expense  will  be  considered  later. 

*  Dividends   to   stockholders  were   taken   as   balance   between    remittances    to   and 
from  home  oflace. 
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APPENDIX   No.    5 

BEING  EXTEACT  FROM  THE  REPORT  OF  THE  JOIXT  COMMITTEE 
OF  THE  SENATE  AXD  ASSEMBLY  OF  THE  STATE  OF  WISCOXSIX, 

Dated  1st  February,  1911. 

Profits  of  Insurance  Companies. 

There  has  been  much  unfairness  in  the  discussion  of  the  profits  of  fire 
insurance  companies.  On  the  one  hand,  the  rate  of  dividends  and  the  earnings 
of  large  and  exceptionally  successful  companies  upon  their  capital  stock  has  been 
paraded  as  an  evidence  of  abnormal  profits  in  the  business.  On  the  other  hand, 
the  sum  of  the  losses  and  expenses  has  been  .deducted  from  earned  premiums  with 
no  account  taken  of  the  interest  earnings,  to  show  only  a  nominal  profit  or  an 
actual  loss  upon  the  underwriting  business  of  the  companies.  Neither  method 
properly  shows  the  true  profits  to  the  capital  invested  in  the  business. 

Earnings  on  Unearned  Premiums. 

A  large  part  of  the  assets  of  fire  insurance  companies  consists  of  the  unearned 
premiums.  These  are  merely  held 'by  the  Companies  in  trust  for  the  policyholders. 
Under  the  familiar  rule  of  law  and  common  sense,  that  the  earnings  of  trust 
funds  belong  to  the  owners  of  the  fund,  these  interest  earnings  must  be  treated 
as  payments  or  contributions  made  ■  by  policyholders.  They  are  not  recognized 
in  the  calculation  of  fire  insurance  reserves,  and  as  heretofore  indicated,  really 
constitute  a  loading  on  the  actual  premium  for  expenses.  These  earnings  should 
therefore  plainly  be  offset  against  expenses  in  determining  the  underwriting  gains. 

Xew  York  Method  of  Calculating  Profits. 

A  fairly  satisfactory  method  for  calculating  the  profits  of  insurance  companies 
is  that  suggested  by  the  joint  committee  of  the  senate  and  assembly  of  the  state 
of  Xew  York  in  its  report  under  date  of  February  1st,  1911.  In  brief  the  method 
proposed  is  that  investment  of  the  stockholders  shall  be  taken  to  include  the  paid 
up  capital  stock,  the  total  surplus,  and  30  per  cent,  of  the  unearned  premiums 
on  policies  in  force.  The  profit  during  the  year  shall  be  taken  to  include  the 
dividends  actually  paid  plus  the  net  increase  in  surplus  for  the  year.  By  dividing 
such  profits  by  the  total  investment  the  percentage  of  profit  will  be  obtained. 

There  can  be  no  question  in  regard  to  considering  the  paid  up  capital  as  an 
investment  of  the  stockholders.  Further  the  actual  surplus  is  a  better  index  of 
the  proprietary  interest  of  the  stockholders  than  the  amount  of  contributed  surplu- 
which  may  have  been  increased  by  failure  to  pay  dividends  certain  years  and  on 
the  other  hand  may  have  been  decreased  by  extraordinary  losses.  The  reinsurance 
commission  of  30  per  cent,  may  be  rather  high  for  business  written  on  the  lower 
grades  of  commissions,  but  on  the  whole,  business  which  has  been  underwritten 
on  a  sound  basis  can  undoubterily  be  reinsured  at  this  rate.  As  the  expense  of 
placing  this  business  on  the  books  has  been  borne  out  of  the  surplus  originally, 
this  element  may  properly  be  considered  in  determining  the  proprietary  interest. 
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CONFLAGKATIOX    SURPLUS. 

There  is,  however,  one  defect  in  the  plan.  The  insurance  business  is  the 
admiuistratiou  of  a  mutual  fund  for  the  payment  of  losses.  ^Yhile  these  losses 
are  to  be  paid  from  earned  premiums  there  is,  as  heretofore  discussed,  an  inde- 
terminate factor  in  extraordinary  losses  arising  from  conflagration.  It  would 
seem  fairly  incident  to  the  trust  that  a  reasonable  surplus  should  be  maintained 
from  years  with  a  lower  favorable  loss  ratio  to  meet  the  drains  of  the  unfavorable 
years.  Surplus  so  held  cannot  properly  be  treated  as  a  part  of  the  proprietary 
interest  of  the  stockholders.  Still  the  part  which  should  be  so  held  is  very  difficult 
to  determine. 

Premuims  Little  Affected  by  Profits. 

However,  the  question  of  the  profits  of  the  companies  does  not  enter  greatly 
into  the  question  of  whether  or  not  the  premiums  are  excessive.  On  analysis  it 
will  be  found  that  the  item  of  profits  enters  but  slightly  into  the  premium.  As 
an  illustration  there  is  here  roughly  given  the  total  business  for  1911  for  companies 
reporting  to  Wisconsin.  It  is,  however,  unsafe  to  draw  conclusions  from  any 
one  year  or  even  a  series  of  years  unless  periods  of  conflagration  or  other  excessive 
losses  are  included.  The  year  1911  is  taken  because  it  included  none  such  and 
makes  a  favorable  showing.  It  takes  many  profitable  years  to  make  up  for  a 
''  San  Francisco  year."  During  the  year  1911  the  companies  doing  business  in 
Wisconsin  collected  gross  premiums  amounting  to  about  $400,000,000,  and  net 
premiums  amounting  to  about  $275,000,000.  The  total  dividends  paid,  including 
amounts  returned  by  the  United  States  branches  of  foreign  companies,  amounted 
to  about  $16,000,000.  There  was  an  increase  in  surplus  of  about  $9,000,000, 
making  a  total  gain  to  stockholders  of  $25,000,000. 

'rtie  paid-up  capital  and  statutory  deposit  amounted  to  $80,000,000,  and  the 
surplus  to  $170,000,000 ;  a  total  capital  investment  of  $250,000,000.  The  surplus 
of  mutual  companies  has  been  omitted.  To  this  the  New  York  method  of  figuring 
proprietary  interest  adds  the  reinsurance  commission  which  applied  to  the  un- 
earned premium  reserve  mentioned  above,  would  add  another  $75,000,000,  making 
a  total  proprietary  interest  of  $325,000,000. 
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APPENDIX  No.  6 

BEING  EXTRACTS  FROM  THE  MEMORANDUM  ON  FIRE  WASTE  SUB- 
MITTED   BY   THE    COMMISSION    OF    CONSERVATION. 

The  Commission  of  Conservation  has  for  a  number  of  years  given  special 
attention  to  the  question  of  fire  waste  in  Canada.  In  1916,  at  the  request  of 
municipalities  and  public  bodies  throughout  the  Dominion,  a  systematic  investiga- 
tion of  the  problem  was  instituted,  and  a  comprehensive  report  dealing  therewith 
is  now  in  course  of  publication.  Believing  that  the  more  important  facts  brought 
to  light  and  the  conclusions  that  were  arrived  at  may  be  of  interest  and  assistance 
to  Your  Lordship  in  the  presi^nt  investigation,  I  have  the  honour  to  submit  the 
following  brief  statement  dealing  with  the  matters  suggested  in  your  memorandum. 

General  Coxsiderations. 

Fire  waste  in  the  Dominion  of  Canada  constitutes  a  problem  of  paramount 
and  far-reaching  importance.  Continuation  of  the  present  tremendous  loss  of 
property  and  life,  by  fire,  cannot  but  vitally  affect  the  economic  future  of  the 
country.  It  is  as  necessary  to  conserve  created  wealth  as  it  is  to  prevent  the 
waste  of  natural  resources.  Re-creation  arrests  productive  effort,  and  the  replace- 
ment of  values  destroyed  by  fire  absorbs  energies  that  would  otherwise  be  devoted 
to  industrial  progress.  Fire  not  only  causes  useless  loss  of  life,  of  property,  of 
employment  and  of  commercial  prosperity,  but  it  imposes  an  economic  burden  upon 
the  whole  people  in  the  expense  of  fire  extinguishment  and  the  cost  of  insurance. 
This  burden  has  reached  such  alarming  proportions  in  Canada  that  it  imperatively 
demands  the  adoption  of  effective  measures  for  its  control. 

The  Dominion  of  Canada,  since  Confederation,  has  suffered  direct  loss  from 
fire  to  the  extent  of  over  $350,000,000  exclusive  of  forest  fires.  If  the  estimated 
value  of  standing  timber  destroyed  is  included,  the  total  reaches  approximately 
$700,000,000.  To  this  enormous  sum  must  also  be  added  the  cost  of  public  and 
private  protection,  $150,000,000.  and  the  amount  of  insurance  premiums  paid  in 
excess  of  indemnity  returned,  $197,000,000.  These  figures  in  the  aggregate 
represent  the  direct  fire  cost  to  the  Dominion  and  show  that,  during  the  last  half 
century,  the  ravages  of  fire  have  taxed  the  people  of  Canada  to  the  extent  of 
over  $1,000,000,000.  The  indirect  cost  involves  interrupted  Imsiness  relationships, 
loss  of  earnings  by  employees,  loss  to  property  owners  through  vacancy  of  dwellings 
caused  by  removal  of  tenants  to  seek  work  elsewhere,  loss  to  municipalities  from 
destruction  of  taxable  values  and,  most  important  of  all,  loss  of  human  lives. 
These  costs,  even  regarded  solely  in  their  economic  effects,  are  beyond  the  power 
of  figures  to  adequately  represent. 

The  situation  l)ecomes  more  alarming  when  it  is  realized  that  fire  waste 
in  Canada  is  increasing  with  great  rapidity.  As  particularly  illustrating  this 
point,  mention  should  be  made  of  the  increased  fire  loss  in  Canada  during  1916 
and  1917.  There  is  no  evidence  that  fires  were  more  numerous  in  these  years,  yet, 
owing  to  greatly  appreciated  property  values,  the  amount  of  loss  increased  from 
a  pre-war  average   of  $21.?50,00O  to  about   $25,000,000  per  annum. 
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ECOXOMIC   SiGXIFICANCE  OF  FiKE  "WaSTE. 

Fire  waste,  while  always  local  in  inception,  is  national  in  its  incidence.  Its 
real  significance  to  the  community  is  most  clearly  shown  by  its  effects  upon : 

( 1 )  Natural  resources,  by  the  destruction  of  building  materials. 

(2)  Commercial  credit,  by  the  impairment  of  security. 

(3)  Industrial  progress,  by  its  handicap  upon  production. 

(4)  The  public  at  large  which  finally  pays  the  cost  of  fire. 

Enforcement  by  the  Government  of  measures  restricting  frame  building 
construction  would  undoubtedly  enlarge  the  use  of  more  permanent  materials, 
and  thus  have  an  important  influence  on  the  preservation  of  our  diminishing 
timber  supplies.  There  is  the  strongest  justification  for  such  immediate  action. 
If  it  be  the  duty  of  the  State  to  promote  the  public  welfare  by  the  prevention 
of  forest  waste,  the  broadest  application  of  the  principles  of  conservation  should 
extend  to  the  protection  of  created  values.  In  the  last  analysis,  the  loss  by  fire  of  a 
city  dwelling  is  even  more  important  to  the  people  of  Canada  than  the  loss  by 
fire  of  timber  in  the  public  domain.  Both  the  building  and  the  timber  are  assets  of 
the  nation.  No  system  of  taxation  will  serve  to  restore  them,  whether  the  tax 
is  collected  by  constituted  authorities  under  the  law  or  by  private  interests  as 
premiums  on  policies  of  insurance.  Reforestation  costs  money,  which  must  be 
levied  through  taxation  in  some  form.  Replacing  buildings  destroyed  by  fire  costs 
money,  a  large  proportion  of  which,  under  present  insurance  methods,  is  assessed 
against  property  which  has  not  been  Inirned.  In  both  cases,  the  cost  is  borne 
by  the  people  of  Canada  as  a  whole  and  is,  therefore,  a  matter  of  public  concern. 

Its  Effect  Upon  Industrial  Progress. — The  cost  of  production  of  manufactured 
articles  in  Canada  is  largely  increased  by  the  extent  of  the  fire  loss.  Competition 
with  foreign  countries  in  many  lines  is  hampered.  It  is  estimated  that  the  cost 
of  fire  insurance  in  Canada  is  five  times  greater  than  in  Europe.  This  extra 
cost  of  insurance  is  largely  the  result  of  Canada's  excessive  fire  waste,  and  con- 
stitutes a  fixed  charge  entering  into  the  selling  price  of  every  commodity.  The 
taxation  levied  for  the  maintenance  of  municipal  fire  departments  also  increases  the 
cost  of  manufacturing  in  all  protected  cities  in  Canada.  In  a  general  way  this  tax 
may  be  said  to  be  six  times  greater  than  in  Europe.  All  surplus  production 
to  meet  these  heavy  expenses  represents  the  loss  of  the  productive  power  of  so 
much  capital.  Because  a  large  proportion  of  the  fire  tax  is  carried  as  overhead 
charges,  manufacturers  have  given  little  attention  to  the  matter.  The  cost  must 
be  met,  however,  whether  directly  or  indirectly,  and  its  significance  must  be 
faced  if  Canada  is  to  compete  in  the  open  markets  of  the  world. 

Its  Effect  Upon  the  Community. — The  destruction  by  fire  of  any  one  insured 
property  taxes  every  policy  holder  and,  ultimately,  every  individual  in  Canada. 
Fire  insurance  is  merely  an  agency  for  the  distribution  of  losses,  and  the  com- 
panies are  trustees  of  a  common  fund.  Insurance  rates,  fundamentally,  are  a 
nation-wide  assessment  of  the  cost  of  fire.  Every  individual  in  Canada  is  made 
to  contribute  his  or  her  share  of  the  loss.  The  average  policyholder  considers 
the  question  of  fire  insurance  rates  as  affecting  only  the  cost  of  the  policies  Tipon 
his  own  property.  The  fact  is  ignored  that  the  price  of  every  article  necessary 
to  existence  is  charged  with  a  proportion  of  the  fire  cost.  The  tax  is  indirect 
and  the  exact  amount  is  difficult  to  determine.  The  average  consumer  pays  it 
unconsciously  and,  therefore,  willingly.  A  loaf  of  bread  brought  at  a  retail  store 
bears  the  cost  of  insurance  upon  the  buildings  and  stock  of  a  retail  store,  bakery. 
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flour  warehouse,  flour  mill,  terminal  elevator,  country  elevator  and  farmer's  barn. 
In  this  manner,  something  is  taken  from  the  earnings  of  every  man  to  pay  the 
cost  of  fire ;  a  portion  of  all  labour  and  industry  represents  the  unproductive 
effort  of  restoring  values  that  have  been  carelessly  destroyed.  The  burning  every 
year  of  millions  of  dollars  of  created  vahie  increases  the  cost  of  living  and  is, 
therefore,  of  vital  interest  to  the  community. 

Fire  Waste  in  Foreign  Countries. 

Were  the  enormous  fire  losses  of  Canada  unavoidable,  speculation  and  attempts 
at  reform  would  be  futile.  That  the  condition  is  capable  of  improvement,  however, 
is  evidenced  by  reference  to  the  losses  of  other  countries.  Eecords  show  that  the 
average  per  capita  loss  in  thirteen  European  countries  during  the  period  1913-1915 
was  $0.71,  in  the  United  States,  $2.26,  and  in  fifty-six  Canadian  cities,  $2.96. 
The   respective   returns  for   each   country  are   as   follows : — 

Canada     $2 .  96 

United    States    2 .  26 

Spain 1.86 

Belgium 1 .  02 

Russia 0.97 

France 0.74 

England 0.64 

Norway 0 .  55 

Italy 0.53 

Sweden 0.42 

Austria 0.32 

Germany 0 .  28 

Switzerland 0 .  13 

Holland 0.11 

Denmark 0.10 

More  striking  still  at  the  present  time  is  a  comparison  of  the  fire  waste  in 
Canada  and  the  United  Kingdom  during  the  war  period,  August,  1914,  to 
December,  1917.     The  figures  are  as  follows: — 

United 
Canada  Kingdom 

August-December,    1914    $7,605,090  $7,116,250 

January-December,  1915    19,022,332  17,457,000 

January-December,    1916    25,400,000  16,821,750 

January-December,    1917    24,296,000  20,175,000 


$76,322,422  $61,570,000 

Per  capita  per  annum   $3 . 53  |0. 40 

In  Canada,  taken  as  a  whole,  the  number  of  fires  has  increased  much  more 
rapidly  than  the  population.  For  instance,  the  City  of  Toronto  had  385  alarms  in 
1890,  746  alarms  in  1900,  1,267  alarms  in  1910  and  2,080  alarms  in  1916,  an 
increase  in  the  twenty-six  years  of  440  per  cent.  Toronto,  in  this  respect,  is  repre- 
sentative of  practically  every  other  municipality  in  the  Dominion.  Fires  have 
also  increased  in  frequency  of  recent  years  in  such  European  cities  as  London, 
Berlin  and  Paris,  due,  no  doubt,  to  the  complexities  of  modern  life,  but  the  number 
has  remained  practically  stationary  in  the  smaller  European  towns. 

The  real  significance  of  the  comparison  lies  in  the  fact  that,  whereas  the 
'property  loss  per  alarm  has  increased  in  Canada  entirely  out  of  proportion  to 
city  growth  and  expansion,  the  loss  per  alarm  in  European  cities  has  decreased. 
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This  fact  can,  in  a  measure,  be  accounted  for  by  appreciation  of  values  in  Canada 
and  the  increasing  number  of  fires  that  involve  adjoining  properties.  Exact 
figures  of  the  loss  due  to  exposure  are  not  readily  obtainable,  but  the  most  con- 
servative estimate  indicates  that  at  least  14  per  cent,  of  the  total  property  loss 
of  Canada  is  caused  by  fires  extending  beyond  the  building  of  origin.  On  the 
other  hand,  in  cities  such  as  Leeds,  Sheffield.  Bristol,  Antwerp,  Brussels,  Milan, 
Rouen  and  Havre,  practically  every  fire  is  confined  to  the  building  in  which  it 
starts.  In  Vienna,  Florence,  Dresden,  Budapest  and  Moscow,  every  fire  in  1914 
was  confined  to  the  floor  on  which  it  originated.  In  Hamburg,  Germany,  the 
extension  of  any  fire  to  an  adjoining  building  has  been  unknown  since  1843.  In 
Vienna  there  is  no  case  known  in  which  fire  has  involved  two  buildings,  and  in 
only  seven  instances  in  recent  years  has  damage  been  caused  to  more  than  one 
floor  of  a  building. 

Such  results,  contrasted  with  the  Canadian  record,  of  1,378  fires  spreading  to 
6,786  buildings  during  the  four  years  1912-1915,  are  extraordinary.  Moreover, 
they  were  obtained  with  the  most  inadequate  fire  protection  facilities.  European 
cities,  apart  from  London,  Paris  and  Berlin,  have  paid  little  attention  to  modern 
fire  protective  equipment.  They  have  directe'd  their  chief  energies  to  fire  pre- 
vention. Municipal  expenditures  have  been  devoted  to  the  control  of  building 
construction  and  maintenance.  On  the  contrarj^  Canada  has  developed  very 
elaborate  and  efficient  fire-fighting  facilities.  As  regards  appliances,  methods 
and  personnel,  the  fire  brigades  of  large  Canadian  cities  are  incomparably  superior 
to  those  of  other  countries.  In  this  course  of  action  lies  one  of  the  most  tangible 
differences  between  the  respective  policies  of  Canadian  municipalities  and  those  of 
Europe.  To  prevent  rather  than  extinguish  fires  has  not  impressed  itself  as 
being  a  part  of  the  function  of  public  bodies  in  Canada.  Consequently^  the 
annual  maintenance  costs  of  city  fire  departments  average  $1.43  per  capita,  fire 
losses  $2.96  per  capita,  and  insurance  rates  $1.18  per  capita  in  Canada,  as  com- 
pared with  21  cents,  71  cents,  and  26  cents  respectively,  in  Europe. 

The  striking  contrasts  between  the  losses,  frequency  and  extent  of  fires  in 
European  countries  as  compared  with  Canada  are  due  to  differences  in  the  regula- 
tion and  control  of  these  three  prime  factors  of  fire  waste.  The  immediate  effects 
of  this  control  are  most  clearly  shown  in 

(1)  The  general  character  of  the  buildings. 

(2)  The  laws  governing  the  conduct  of  the  people. 

(3)  The  viewpoint  and  civic  responsibility  of  the  individual. 

(1)  Character  of  Buildings. — The  chief  structural  conditions  that  operate  to 
effect  a  small  fire  loss  in  Europe  are  the  general  use  of  non-combustible  materials, 
the  restricted  height  and  area  of  buildings  in  cities,  and  the  stringent  require- 
ments of  building  codes.  Practically  all  European  coiantries  with  the  exception  of 
Norway,  Sweden  and  Russia,  prohibit  the  erection  of  frame  buildings  within 
municipal  areas.  Very  few  wooden  buildings  exist  even  in  rural  districts,  and 
whole  communities  of  inflammable  structures,  such  as  are  common  in  Canada, 
are  unknown. 

The  absence  of  frame  construction  in  Europe  is  primarily  due  to  the  relatively 
high  cost  of  lumber  and  the  intangible  influence  of  older  civilizations,  which  makes 
for  permanence.  The  authorities  have  realized  the  necessity  of  good  construction, 
so  that,  on  the  averaflre.  buildings  are  much  less  inflammable  than  in  Canada. 
What  is  known  as  modern  fireproof  construction  is  far  from  common  in  Europe. 
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Few  buildings  are  comparable  with  the  steel  and  tile  or  concrete  structures  erected 
in  Canada  during  recent  years.  They  have  not  been  found  necessary,  because 
internal  fires  are  few,  and  the  external  hazard  due  to  exposure  is  practically 
negligible.  In  a  city  composed  of  buildings  which,  although  not  fireproof,  are 
comparatively  incombustible,  the  danger  of  fire  is  much  less  than  it  is  in  a  city 
having  a  large  amount  of  inflammable  construction  and  a  few  scattered  fireproof 
buildings. 

In  Canada,  the  most  costly  and  extensive  fires  have  invariably  been  caused 
by  the  poor  average  of  building  construction  in  the  areas  affected.  It  is  estimated 
that  only  one  in  every  1,200  buildings  in  Canada  is  in  any  sense  fire-resisting 
and  that  69  per  cent,  of  the  total  number  is  of  frame  construction. 

The  results  of  a  general  survey  of  structural  conditions  made  by  the  Com- 
mission of  Conservation  in  1916  may  be  briefly  summarized  as  follows: — 

STRUCTURAL  CONDITIONS  IN  CANADA 


Cities  over 

10,000 
population . 


Business  Districts. 

Percentage  of  brick  buildings 

Percentage  of  brick-veneer  build- 
ings   

Percentage  of 'frame  buildings  . .. 
Percentage  of  shingle  roofs 

Residential  Districts. 

Percentage  of  brick  buildings 

Percentage  of  brick-veneer  build- 
ings   

Percentage  of  frame  buildings.  .>, 
Pei-centage  of  shingle  roofs 


72 

14 

14 

2 


31 

21 

48 
84 


Towns 

5,000-10,000 

population . 


5.3 

8 
39 
57 


20 

14 
66 
93 


Towns 
1,000-5,000 
population . 


Villages 
under  1,000 
population . 


27 

5 
68 
74 


4.6 

16.4 

79 

96 


18 

3.4 

78.6 
88.7 


3.2 

5.6 
91.2 

98.4 


Practically  no  city,  town,  or  village  in  Canada  is  free  from  the  danger  of 
conflagration.  In  ^ome  the  hazard  is  severe ;  in  others  it  has  been  modified  by 
recent  construction. 

In  a  general  way,  it  may  be  said  that  the  larger  cities  and  towns  in  Canada 
ponsist  of  compact  brick  and  stone  business  centres,  surrounded  by  districts 
constructed  almost  entirely  of  wood.  Frame  l)uildings,  to  a  greater  or  lesser 
degree,  constitute  the  mercantile  centres  of  the  smaller  towns  and  villages  and 
whole  sections  of  the  residential  area. 

In  the  congested  business  areas  of  cities,  the  more  recent  buildings  are  of  a 
good  type,  but  are  usually  too  high  for  efficient  protection  by  the  available  water 
supply  under  conflagration  conditions.  The  older  Imild^ngs  are  of  a  poor  class, 
ranging  from  frame  to  ordinary  joist  construction.  Many  have  large  floor  areas 
that  would  give  an  unbroken  sweep  to  fire.  Intermingled  with  the  good  and 
bad  construction  are  buildings  dilapidated  beyond  repair,  forming  a  constant 
menace  to  adjoining  structures.  In  nearly  all  buildings  the  floors  are  pierced 
with  numerous  unprotected  openings  for  stairways,  elevators  and  skylights.  The 
windows  of  one  building  are  permitted  to  exactly  oppose  similar  windows  in 
ATj-jacent  buildings  without  any  provision  to  minimize  the  exposure  hazard.     To 
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the  exterior  of  many  of  the  buildings,  immense  metal-covered  wooden  cornices, 
useless  domes,  mansard  roofs  and  other  combustible  features  have  been  added, 
entirely  destroying  the  fire  protective  value  of  brick  and  stone  walls. 

Outside  the  business  centres  of  cities  and  towns,  there  is,  invariably,  a  zone 
of  cheap  construction.  This  generally  includes  the  main  residential  sections, 
which  are,  in  many  instances,  closely  built-up  districts  of  cheap  brick  veneer  and 
frame  buildings.  Construction  is  extremely  defective,  owing  to  the  speculative 
features  that  enter  into  the  ownership  of  such  property. 

Beyond  the  outer  area  again  are  hundreds  of  suburban  real  estate  develop- 
ments, composed  entirely  of  wooden  buildings.  Without  restrictions,  every  builder 
has  been  a  law  unto  himself.  In  many  cases  there  is  congestion  through  the 
efforts  of  real  estate  men  to  sell  the  maximum  number  of  lots  per  acre.  These 
sub-divisions  are  absolutely  devoid  of  fire  retarding  features  and  have  little  or 
no  protection  from  public  fire  departments.  They  form  a  problem  in  themselves 
and,  at  the  same  time,  constitute  a  menace  to  the  cities  which  they  adjoin.  No 
harsh  indictment  of  the  Canadian  people  is  justified  by  these  facts.  Timber  has 
always  been  abundant,  more  adaptable  and  less  costly  than  other  materials. 
Pioneer  settlements  have  become  villages  and  villages  have  become  towns  in  a 
brief  period  of  time.  The  demand  for  new  buildings  has  been  urgent  and  develop- 
ment has  taken  place  with  little  definite  planning  or  foresight.  Community- 
problems  incidental  to  industrial  growth  have,  at  some  time,  in  all  Canadian 
cities,  forced  the  transition  of  residential  streets  into  mercantile  districts.  There 
has  been  no  guarantee  of  permanence  and  no  means  of  anticipating  future  develop- 
ments. Consequently  it  has  been  to  the  economic  interest  of  the  individual  to 
build  cheaply  and  temporarily,  to  burn  if  necessary  and  build  again. 

There  is  no  immediate  effective  remedy  applicable  to  structural  conditions 
in  Canada.  The  worst  features  will  gradually  disappear  as  lumber  becomes 
relatively  more  expensive  and  the  existing  buildings  are  destroyed  or  torn  down 
to  be  replaced  by  a  better  type.  Municipal  building  legislation,  such  as  is  in 
force  in  most  Canadian  cities,  does  not  adequately  deal  Avith  the  situation.  Frame 
construction  is  usually  prohibited  in  small  congested  business  areas,  but  in  ad- 
jacent districts  the  poorest  type  of  buildings  is  permitted.  As  the  cities  expand, 
these  districts,  in  turn,  become  congested  areas  and  form  an  insuperable  barrier 
to  any  real  progress.  The  only  logical  plan  to  effect  reform  and  to  approach 
European  standards,  in  even  a  measurable  degree,  is  the  enactment  of  legislation 
in  each  Province  to  regulate  and  control  all  building  construction  in  accordance 
with  known  standards  of  structural  safety. 

(2)  Laws  Goveifiing  the  Conduct  of  the  People. — While  better  construction 
and  climatic  conditions  account  largely  for  the  insignificanee  of  the  fire  losses 
in  Europe  as  compared  with  those  in  Canada,  another  potent  factor  is  to-  be 
found  in  the  laws  governing  the  conduct  of  the  people.  European  laws  punish 
carelessness,  protect  the  community  from  its  results,  rigidly  investigate  the  cause 
of  fires  and  enforce  penalties  for  negligence  and  criminality.  Profit  from  the  burn- 
ing of  property  is  made  practically  impossible. 

In  France  Government  regulations  control  all  dangerous  trades  and  hazardous 
occupancies.  The  non-observance  or  the  infringement  of  any  precautionary 
measures  required  by  the  authorities  may  have  serious  consequences  to  the  offend(^: 
inasmuch  as  it  renders  them  responsible  for  any  loss  by  fire  arising  from  i^ie 
.on  their  part.  A  tenant  is  held  responsible  for  all  loss  occurring  througlVa 
breaking  out  in  the  premises  he  occupies,  unless  he  can  prove  that  the  ^r 
not  occasioned  bv  his  neglect  or  fault.    In  the  case  of  a  fire  due  to  a  defect^* 
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building,  the  landlord  is  responsible  to  the  tenant  and  others  suffering  loss  thereby ; 
the  landlord,  in  turn,  can  sue  the  architect,  builders  or  others  to  whom  the  fault 
fop  the  defect  is  traced.  They  are  also  liable  to  the  penalties  provided  for  by  the 
laws  and  regulations  which  have  been  violated.  The  law  imposes  capital  punish- 
ment for  the  crime  of  setting  fire  to  inhabited  houses.  In  other  cases,  the  penalty 
for  arson  may  be  penal  servitude.  An  inquiry  into  the  cause  and  circumstances 
of  every  fire  which  takes  place  is  obligatory  unless  the  loss  is  of  a  trifling  nature. 
In  Paris  and  other  cities  this  inquiry  is  made  by  the  Commissioners  of  Police, 
with  the  assistance  of  the  officers  of  the  fire  brigades,  and  deals  particularly  with 
the  financial  position  of  the  person  upon  whose  premises  the  fire  originated. 
Attention  to  this  point  is  given  even  in  the  case  of  fires  in  private  apartments. 
In  villages  and  country  districts,  the  duty  of  enquiring  into  fires  rests  with  the 
mayor,  police,  or  other  representatives  of  the  law.  Wherever  there  is  reason  to 
believe  the  fire  is  of  incendiary  origin,  or  if  the  circumstances  are  suspicious,  a 
report  of  the  investigation  is  sent  to  the  judicial  authorities  who  take  criminal 
proceedings  against  the  offender. 

In  Germany,  rigid  control  over  all  building  operation  is  exercised  by  the 
different  municipalities.  The  strictest  regulations  are  enforced  regarding  heating, 
lighting  and  the  general  maintenance  of  buildings.  All  theatres  must  be  built 
of  incombustible  material,  only  electric  lighting  may  be  used  and  metallic  fire 
curtains  able  to  resist  a  very  high  temperature  must  be  installed.  Chimneys  in' 
all  buildings  must  be  erected  according  to  regulations  and  must  be  cleaned  and 
examined  periodically  by  an  official  chimney  inspector.  The  storage  of  combustible 
goods  and  the  conducting  of  hazardous  trades  are  the  object  of  municipal  laws 
varying  in  detail  in  different  localities,  but  everywhere  such  conditions  are  subject 
to  supervision.  In  contracts  covering  the  renting  of  apartments,  the  lessee  is 
forbidden  to  carry  an  open  light  into  attics  or  cellars.  An  imperial  law  forbids 
such  action  and  is  enforced  by  the  local  authorities.  In  workshops  and  work- 
rooms, at  the  conclusion  of  each  day's  work  all  combustible  material,  such  as 
paper  and  shavings,  must  be  removed  to  a  place  of  safety  for  the  night.  Stringent 
regulations  govern  the  use  of  inflammable  products  of  petroleum,  and  petrol  and 
other  internal  combustion  engines  are  subject  to  the  closest  supervision.  Piles 
of  firewood  are  not  permitted  to  be  stored  in  yards  for  any  length  of  time,  and, 
when  brought  inside,  the  wood  shall  be  so  stacked  that,  in  case  of  fire,  the  living 
rooms  will  not  be  endangered.  The  German  Civil  Code  makes  every  individual 
responsible  for  the  damage  caused  liy  his  act  or  negligence  to  the  person  or 
property  of  others.  Liability  for  intent  and  negligence  is  always  presumed,  and 
the  provisions  of  Sections  827  and  828  of  the  Imperial  Code,  in  the  absence  of 
other  regulations,  are  obligatory.  Negligence  is  defined  as  failure  to  use  due 
prex;-aution :  non-presumption  of  intent  is  prohibited.  The  principal  is  liable  for  the 
infraction  of  his  legal  representative  and  of  persons  to  whom  he  delegates  the 
discharge  of  his  obligations  exactly  as  for  his  own  act.  Where  several  persons 
have  joined  in  committing  an  unlawful  deed,  each  is  individually  liable  for  the 
resulting  damage.  The  same  is  applicable  if  it  is  impossible  to  determine  which 
of  the  participants  actually  caused  the  damage.  Instigators  and  accessories  are 
considered  on  a  par  with  participants.  The  criminal  code  provides  severe  punish- 
ment, in  the  form  of  imprisonment  with  hard  labour,  for  the  crime  of  incendiarism, 
varying  according  to  the  degree  of  culpability,  not  only  for  the  immediate  per- 
petrator but  also  for  accomplices.  Even  negligence,  under  given  circumstances, 
is  punished  with  imprisonment,  and,  should  it  involve  the  loss  of  human  life, 
for  a  term  of  not  exceeding  three  years. 

Vote  ty  the  Commissioner:   See  further  on  this  subject.  Exhibit  No.  15. 
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(3)  Viewpoint  and  Civic  Responsibility  of  the  Individual. — In  all  portions 
of  Europe  influenced  by  the  Code  Napoleon,  persons  are  held  to  strict  account- 
ability for  acts  of  omission  as  for  acts  of  commission.  One  of  the  far-reaching 
effects  of  the  principle  involved  is  that  the  individual  is  made  to  consider  his 
relationship  to  his  neighbours.  This  is,  perhaps,  best  illustrated  by  reference 
to  the  insurance  practices  of  Europe.  In  France,  to  meet  obligations  created  by 
the  law,  the  insurance  companies  protect  not  only  against  individual  loss,  but 
also  against  any  damage  that  may  ensue  to  others.  The  system  comprises  four 
distinct  risks:  (1)  That  to  a  man's  own  property;  (2)  "The  risque  locatif," 
covering  the  tenant's  liability  to  the  owner;  (3)  "The  risque  des  voisins,"  aSeet- 
ing  the  risk  of  setting  fire  to  a  neighbouring  property,  and  (4)  "  The  risque  des 
locataires,"  or  the  tenant's  right  of  recovery  against  the  landlord  for  faults  of 
construction  and  maintenance,  or  carelessness  of  workmen. 

This  assumption  by  insurance  companies  of  the  responsibility  of  the  individual 
to  the  community  lias  had  a  reflex  influence  upon  the  relationship  of  the  com- 
munity to  the  individual.  Regulations  safeguard  the  individual  on  every  hand 
in  order  that  the  investor  who  improves  his  property  by  the  erection  of  permanent 
structures  may  not  suffer  constant  hazard  through  neighbours  who  are  careless  of 
their  civic  duties. 

Tfote  by  the  Commissioner :  The  following  statements  are  some  of  the  results  of  an 
enquiry  conducted  by  the  Commission  of  Conservation  for  the  years  1912  to  1915, 
inclusive:  — 

The  true  cost  of  fire  waste  is  not  limited  to  the  value  of  the  actual  property 
destroyed.     The  incidental  cost  comprises : — 

(1)  The  insurance  loss;  or  the  difference  between  the  premiums  paid  to 
insurance  companies  and  the  amount  returned  to  the  insured. 

(2)  The  actual  expense  of  the  proportion  of  water  supply  systems  primarily 
necessary  to  furnish  fire  protection  in  addition  to  domestic  requirements. 

(3)  The  annual  expense  of  municipal  fire  departments. 

(4)  The  annual  expense  of  private  fire  protection. 

The  following  table  shows  the  average  annual  fire  loss  and  aggregate  ex- 
penditure upon  insurance  and  fire  protection  in  Canada.  ' 

"What  Fire  Waste  Costs  Caxada  Every  Year. 


*Capital 
Investment. 

t Annual  Cost. 

Interest  and 
depreciation. 

Maintenance. 

Total. 

Fire  Loss: 
Total  fire  loss 

$ 

$            j             $ 

i 

$ 
21,248  669 

Fire  Insurance: 
Premiums  in  excess   of  losses 
paid 

I 

14,051,243 

Waterworks: 

Cost  chargeable  to  fire  service. . 
Fire  Departments : 

Cost  to  protected  communities. . 
Private  Fire  Protection : 

Estimated  Cost 

37.797,405 
11.411,245 
15,435.000 

2,632,731           1,677,863 
1,265,525          3,787,485 
2,160,900          2,571,750 

4,310,594 
5,053,011 
4  732  650 

Grand  Total 

64,643,650 

49,396,167 

! 

1915. 


t  Average  of  1912-1915. 
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Municipal  Fire  Protection. 

The  fire  loss  in  500  cities  and  towns  having  waterworks  protection  amounted 
to  $45,826,884  during  the  years  191S-1915,  an  average  annual  loss  of  $11,456,721, 
or  $3.29  per  capita.  In  361  towns  and  villages  without  waterworks  but  having 
fire  departments,  the  loss  amounted  to  $5,883,860,  an  average  of  $1,470,965  per 
annum,  or  $4.63  per  capita. 

The  loss  in  villages  and  rural  districts  iiaving  no  fire  protection  facilities 
amounted  to  $33,333,933,  an  average  of  $8,333,483  per  annum,  or  $2.16  per  capita. 

The  average  loss  per  fire  amounted  to  $K'i92  in  fully  protected  cities  and 
towns,  and  $4,805  in  partly  protected  towns  and  villages.  In  unprotected  villages 
and  rural  districts,  the  average  loss  in  the  fires  reported  amounted  to  $3,385, 
but,  as  fires  causing  less  than  $100  damage  are  not  included,  a  comparison  with 
protected  places  cannot  be  fairly  made.  Extensive  losses  might  more  reasonably 
be  expected  in  cities  and  towns  where  the  l)uildings  are  filled  with  millions  of 
dollars'  worth  of  goods.  These  buildings  are  also  subject  to  additional  risk  because 
of  congestion.  "  In  the  smaller  towns  and  villages  large  values  are,  as  a  rule, 
only  found  in  manufacturing  plants.  Mercantile  buildings  contain  very  little 
value  compared  to  similar  properties  in  the  cities.  Yet  the  average  loss  per  fire 
in  the  small  towns  and  villages  with  partial  protection  was  more  than  two  and 
one-half  times  as  great  as  the  loss  per  fire  in  fully  ])rotected  cuties  and  towns. 
While  a  similar  comparison  with  unprotected  places  cannot  be  made,  it  is  sug- 
gestive that  in  small  villages  and  rural  districts,  the  loss  amounted  to  40  per 
cent,  of  the  total  loss  for  Canada,  as  against  54  per  cent,  in  protected  cities  and 
towns.    The  value  of  adequate  fire  protection  is  evident  from  these  figures. 

The  municipal  fire  departments  of  Canada,  taken  as  a  whole,  are  probably 
as  well  organized  and  equipped  as  any  in  the  world.  In  the  larger  cities  they 
are  incomparably  superior  to  the  public  fire  brigades  of  Europe.  Personnel, 
apparatus  and  management,  however,  differ  greatly  in  every  community,  and  it 
is  doubtful  even  whether  a  fire  department  adapted  to  the  needs  ol  one  place 
would  satisfactorily  meet  the  needs  of  any  other  place.  There  are  obviously  many 
grades,  both  in  organization  and  equipment,  from  that  in  the  small  village,  which 
provides  a  hand  pump  and  reel  of  hose  in  some  citizen's  barn  and  depends  upon 
a  group  of  volunteer  firemen,  to  the  fully  paid  and  elaborately  equipped  brigades 
of  the  larger  cities.  No  well-recognized  standards  of  development  have  been 
laid  down.  Each  municipality  has  been  a  law  unto  itself  and,  in  many  cases, 
the  only  impetus  given  to  the  growth  of  departments  has  been  a  number  of  serio\is 
fires  which  have  demonstrated  the  inadequacy  of  previously  existing  protection. 
Improvement  has  usually  taken  place  without  any  well-formulat^rd  policy,  and. 
as  a  result,  volunteer  companies  have  grown  into  paid  departments  with  insufficient 
equipment  and  accommodation,  or  apparatus  has  been  purchased  piecemeal,  wit': 
out  regard  to  its  forming  a  part  of  the  fuller  equipment  which  might  naturally 
be  expected  to  follow  in  a  few  years.  Fortunately,  some  guidance  is  being  given 
in  this  matter  by  the  fire  insurance  companies,  and  consequently  in  all  the  larger 
municipalities  gradual  improvement  is  being  brought  about.  As  a  general  rule, 
places  with  less  than  5,000  population  are  sadly  in  need  of  competent  direction 
and  advice.  Such  is  especially  desirable,  in  view  of  the  fact  that  money  is  more 
apt  to  be  thrown  away  than  spent  wisely  without  expert  guidance  as  to  the  form 
of  protection  best  adapted  to  meet  the  peculiar  needs  of  each  individual  community. 

In  Canada,  95  out  of  every  100  fire  losses  are  of  limited  extent.  As  the 
extent  of  any  fire  depends  upon  the  size  of  the  property  endangered  or  the  adequacy 
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of  the  protection  provided^,  it  follows  that  the  majority  of  fires  in  Canada  occur 
in  small  properties  or  are  controlled  in  their  incipiency.  Properties  in  unprotected 
districts  are  invariably  a  total  loss.  In  places  without  waterworks  protection, 
good  work  is  sometimes  done  in  checking  fires  before  they  gain  headway ;  but, 
in  the  absence  of  an  adequate  water  supply,  local  fire  departments  are  at  a  tre- 
mendous disadvantage.  In  fully  protected  cities  and  towns  large  tires  constitute 
a  very  small  percentage  of  the  total  number,  but  even  these  need  not  and  should 
not  occur.  The  fact  that  they  do  occur  is  evidence  of  the  existence  of  one  or 
all  the  following  conditions:  (1)  Delayed  fire  alarms;  (2)  defective  building 
construction;  (3)  inefficient  fire  protection. 

Eliminating  fires  arising  from  unknown  causes,  it  is  clear  that  the  remainder 
may  be  charged  as  a  whole  to  inexcusable  carelessness,  ignorance  and  criminal 
intent.  Lightning  losses  are  easily  prevented,  exposure  dangers  can  be  mitigated, 
if  not  entirely  removed,  and  incendiarism  may  undoubtedly  be  suppressed.  Smoking 
caused  almost  the  same  percentage  of  fires  as  the  special  hazards  of  all  the 
numerous  industries  in  Canada.  Unknown  causes  constituted  a  third  of  the  total 
number.  While  the  difficulty  of  assigning  a  specific  reason  for  fires  that  have 
destroyed  the  evidence  of  their  origin  is  admitted,  it  is  manifest  that  more 
searching  enquiry  should  follow  every  fire.  Efforts  at  fire  prevention  cannot  be 
prosecuted  with  success  while  30  per  cent,  of  all  fires  occur  from  unknown  causes. 

_  LiGHTXixG  Losses. 

Lightning  was  responsible  for  no  less  than  3,524:  fires  during  the  years  1912- 
1915.  Over  2,700  of  the  buildings  damaged  were  farm  barns.  Seventy-two  per 
cent,  of  all  lightning  losses  occurred  in  the  Province  of  Ontario.  Lightning  storms 
were  most  frequent  in  the  months  of  July  and  August.  So  far  as  could  be  ascer- 
tained only  16  of  the  l)uildings  struck  were  equipped  with  lightning  rods.  These 
were,  in  all  probability,  improperly  rodded.  Lightning  rods  have  proved  to  be 
over  99  per  cent,  efficient  and  their  installation  should  be  made  compulsory  on 
all  farm  buildings  sheltering  valuable  live  stock  and  field  crops. 

Classes  of  Property  Damaged. 

Of  the  44,620  properties  damaged,  32,707  or  7.33  per  cent,  were  non-hazardous 
in  character,  7.565,  or  17  per  cent,  were  mercantile,  and  4,348  or  9.7  per  cent, 
were  industrial  and  miscellaneous.  Fires  occurred  in  23,067  dwellings  and  in 
7,730  barns,  sheds  and  outbuildings.  At  first  glance,  there  appears  to  be  a  dis- 
proportionate frequency  of  losses  in  the  supposed  non-hazardous  classes.  The 
explanation  is,  however,  that  dwellings  outnumber  mercantile  and  factory  buildings 
by  over  ten  to  one,  so  that  the  numerical  ratio  of  losses  to  buildings  is  really 
lowest  of  all  in  residential  properties. 

The  actual  monetary  loss  in  the  first  three  groups  amounted  to  $8,963,178, 
or  an  average  of  $374  for  each  property  damaged.  In  the  mercantile  group, 
the  total  loss  was  $39,861,153,  in  industrial  groups  A.  and  B.,  $28,858,276,  and 
in  the  miscellaneous  group,  $7,492,050,  or  an  average  loss  per  property  dainaged 
of  $5,£69,  $11,048,  and  $3,909  respectively. 

Extent  of  Fires. 

During  the  years  1912-1915  loss  amounting  to  $51,895,831  was  caused  by 
2.101   fires   each    invoh-ini   damacre   exceedincr   $10,000.      Fires   other   than    these. 
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uumbering  34,512,  caused  a  loss  of  $33,098,846.  There  was  also  11,741  fires 
in  which  no  loss  occurred.  Taking  mercantile  and  manufacturing  properties 
only,  1,782  large  fires  were  responsible  for  damage  amounting  to  $43,286,210, 
or  over  50  per  cent,  of  the  total  loss  in  Canada. 

Still  further  analysis  shows  that  fires  in  buildings  in  which  the  loss  exceeded 
$50,000  numbered  297,  and  that  the  property  destroyed  was  valued  at  $26,231,840, 
or  over  30  per  cent,  of  the  total  loss  in  Canada.  Ninety-nine  out  of  every  hundred 
of  these  losses  were  preventable,  and  it  is  doubtful  if  the  total  damage  for  the 
whole  number  would  have  amounted  to  more  than  5  per  cent,  of  that  reported 
if  each  building  had  been  properly  equipped  with  automatic  sprinklers.  Based 
upon  the  average  cost,  these  properties  could  have  been  so  protected  for  about 
$1,250,000.  The  indirect  saving  to  the  people  of  Canada  would  have  been  over 
$25,000,000,  and  the  direct  saving  to  each  property  owner,  through  the  reduction 
of  approximately  80  per  cent,  in  insurance  premiums,  would  have  paid  for  the 
entire  installation  in  the  period  of  four  years. 

Upon  the  ground  that  the  bulk  of  fire  loss  in  Canada  occurs  in  large  properties 
and  that  such  properties  are  limited  in  unmber,  the  simplest  method  of  l)ringing 
about  a  reduction  in  the  fire  loss  is  obviously  to  prevent  fires  in  large  properties. 
It  is  not  to  be  expected  that  radical  improvement  can  be  effected  immediately, 
but  concerted  action  will  accomplish  much.  Once  property  owners  are  convinced 
that  fire  protection  is  a  paying  proposition,  the  problem  of  fire  waste  will  be 
on  its  way  to  solution.  The  point  that  needs  re-emphasizing,  therefore,  is  that 
over  60  per  cent,  of  the  total  loss  in  Canada  is  caused  by  less  than  5  per  cent, 
of  the  total  number  of  fires,  and  that  over  30  per  cent,  of  the  loss  is  the  result 
of  less  than  1  per  cent,  of  the  fires.  Eealization  of  that  fact  must  form  the 
basis  of  any  campaign  that  is  intended  to  appreciably  reduce  the  fire  loss  without 
waste  of  time  or  effort. 

Conclusions  of  Commission  of  Conservation. 

'J'he  conculsion?  reached  by  the  Commission  of  Conservation  as  the  result 
of  its  survey  of  fire  waste  conditions  in  Canada  may  be  briefly  summarized  as 
follows : — 

That  the  annual  loss  of  life  and  property  by  fire  in  Canada  is  greater  per 
capita  than  in  any  other  country  in  the  world,  and  constitutes  an  enormous  and 
increasing  drain  upon  the  resources  of  the  Dominion,  besides  most  seriously 
affecting  the  economic  prosperity  and  general  well-being  of  the  people. 

That  such  losses  can  be  very  materially  reduced,  as  is  shown  by  the  experience 
of  European  countries  which  have  attacked  the  problem  at  its  source. 

That  the  loss  by  fire  is  primarily  chargeable  to 

(a)  Carelessness   due   largely   from   a    sense   of   security   created   by   the 
present  system  of  fire  insurance. 

(b)  Faulty  building  construction. 

(c)  Arson. 

(d)  Lack   of   adequate    fire   prevention    laws,    such    laws   as   exist   being 
poorly  enforced. 

That,  for  immunity  from  danger  of  fire  losses,  the  people  of  Canada  are 
relying  largely  upon  elaborate  and  expensive  systems  of  fire-fighting  and  are 
giving  too  little  attention  to  the  prevention  of  fire. 

That  our  fire  departments,  while  among  the  best  in  the  world  in  both  appar- 
atus and  personnel,  are  not  preventing  the  steady  growth  of  losses. 
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That  the  monetary  indemnity  provided  by  fire  insurance  does  not  restore 
the  values  destroyed,  but  merely  distributes  the  loss,  through  the  channels  of 
commerce,  over  the  whole  people. 

That  the  cost  of  tire  insurance  and  fire  prevention  is,  in  a  large  measure, 
determiued  by  the  amount  of  the  fire  loss,  and  cannot  be  expected  to  decrease 
except  as  the  fire  waste  declines. 

That,  although  the  aggregate  loss  by  fire  constitutes  a  national  problem, 
all  fires  are  local  in  origin  and  are,  therefore,  locally  preventable  and  controllable. 

That  property  owners  generally  have  not  been  sufficiently  influenced  by  their 
own  interests  or  the  welfare  of  the  country  at  large  to  use  effective  means  to 
correct  fire  waste  conditions. 

That  the  insurance  companies  represent  the  only  organized  force  actively 
operating  to  reduce  the  fire  waste,  but  that  the  companies  are  powerless  to  effect 
any  reform  under  the  present  insurance  agency  system. 

That  existing  legislation  respecting  the  prevention  of  fire  is  inadequate  and 
lacking  in  uniformity. 

That  such  legislation  is  almost  entirely  confined  to  cities  and  more  important 
towns,  and  that  the  dangers  and  hazards  of  fire  in  small  communities  and  rural 
•districts  are  without  regulation  or  control,  despite  the  occurrence  of  a  large 
proportion  of  the  fire  waste  in  rural  districts. 

That  the  only  possible  solution  of  the  national  fire-waste  problem  lies  in  the 
adoption  of  compulsory  measures  which,  by  reducing  to  a  minimum  the  fire 
hazards  in  all  communities  and  properties,  will  prevent  the  occurrence  of  fires. 

That,  owing  to  the  failure  of  local  authorities  to  deal  adequately  with  the 
situation,  the  Provincial  governments  should  undertake  the  removal  of  a  burden 
imposed  upon  the  whole  people  and  should  safeguard  the  lives  and  property  which, 
in  the  final  analysis,  constitute  the  true  wealth  of  the  country. 

i 
Legislation  Needed. 

The  need  for  legislative  control  of  fire  waste  in  Canada  is,  from  every  point 
of  view,  too  strong  to  be  denied.  Specious  arguments  as  to  the  rights  of  property 
have  no  force.  To  maintain  public  order,  experience  has  shown  that  a  permanent 
and  adequate  police  force  is  imperative.  To  preserve  sanitation,  health  and  purity 
of  food  and  water,  vigilantly  administered  controlling  laws  are  essential.  Fire 
waste  is  real  enough,  widespread  enough,  important  enough  and  sufficiently  con- 
trollable in  the  light  of  experience  to  be  regarded  as  a  common  danger  that  must 
be  regulated  for  the  common  good.  Legislation  designed  to  curtail  fire  waste 
must  necessarily  follow  two  lines,  viz.,  physical  improvement  of  fire  hazard  and 
moral  improvement  of  fire  hazard.  Existing  conditions  in  Canada  lead  to  the 
conclusion  that  such  legislation  should  be  framed  to  deal  especially  with  the 
following  points : 

Building  Construction. — Fires  always  originate  from  definite  causes  in  definite 
locations  and,  therefore,  every  building,  in  relation  to  its  size,  its  character, 
its  use  and  the  congestion  of  its  location,  should  be  so  constructed  as  to  prevent 
the  communication  of  fire  to  adjacent  properties. 

In  each  province,  minimum  requirements  for  building  construction  should 
be  adopted  for  the  adequate  protection  of  buildings  outside  urban  limits  and 
in  small  communities  where  the  enforcement  of  local  building  laws  is  impracticable. 

Uniform  standards  of  fire  resistance  in  structural  materials  should  be  estab- 
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lished  for  Canada,  and  should  be  adopted  and  enforced  by  local  authorities  having 
jurisdiction  over  building  construction  and  equipment. 

Ever}'  building,  in  accordance  with  its  location,  character  and  use,  should 
be  equipped  with  proper  mechanical  aids  to  discover  and  to  extinguish  fire. 
Automatic  sprinkler  protection  should  be  made  compulsory  in  all  iJuildings  exceed- 
ing a  definite  area  and  height. 

All  equipment  for  lighting  and  heating  buildings  should  be  adequately 
designed  and  constructed  with  respect  to  fire  hazard,  and  its  use  should  be 
reasonably  safeguarded  by  legal  requirements. 

Provincial  control  should  be  exercised  through  the  adoption  of  standard 
minimum  requirements,  provision  for  adequate  inspection  and  licensing  of 
architects. 

At  present  there  is  little  direct  provincial  control  of  building  construction. 
Power  to  regulate  the  erection  of  buildings  is  granted  to  cities  and  towns  under 
specific  clauses  in  the  various  municipal  acts.  Ordinances  of  miscellaneous 
character  are  enforced  in  all  the  larger  cities,  but  in  the .  small  towns,  villages 
and  rural  districts  throughout  Canada,  building  construction  is  without  proper 
regulation  or  supervision. 

Occupancy  and  Management  of  Buildings. — The  hazard  attending  the  occu- 
pancy of  any  given  building  should  be  definitely  and  continuously  controlled  so 
as  to  assure  reasonable  safety  from  fire.  As  approximately  70  per  cent,  of  all  fires 
is  caused  by  the  ignorant  and  careless  use  of  property,  requirements  for  the 
suppression  of  dangerous  nuisances,  such  as  storage  of  rubbish,  ashes,  etc.,  should 
be  imposed  by  every  municipality. 

Systematic  inspection  of  all  buildings,  to  insure  the  vigorous  enforcement 
of  rules  for  cleanliness  and  good  housekeeping,  should  be  one  of  the  ordinary 
functions  and  duties  of  all  fire  departments. 

Fire  Insurance. — The  insurance  departments  of  the  Dominion  and  Provincial 
Governments  should  not  only  assure  the  financial  stability  of  fire  insurance,  but 
should  regulate  (1)  the  issuance  of  policies  on  property;  (£)  the  licensing  of 
agents  and  brokers:  (3)  the  licensing  of  adjusters,  to  the  end  that  only  reasonable 
insurance  contracts  be  issued  on  property  and  that  only  men  of  sound  character 
and  ability  be  admitted  to  the  business  of  writing  fire  insurance  and  adjusting 
fire  losses. 

The  present  insurance  agency  system  is  the  most  powerful  influence  at  work 
adverse  to  the  reduction  of  fire  waste.  Much  insurance  is  written  on  the  broad 
idea  that  property  is  taken  as  found  and  assessed  at  a  rate  measured  by  the 
existing  hazard.  This  means  higher  insurance,  but  so  long  as  half  of  this  ])remium 
is  saved  the  total  net  revenue  to  the  underwriter  is  better  than  if  the  property 
were  improved  and  lower  priced  insurance  were  written.  The  underwriter,  how- 
ever, is  sufficiently  interested  in  the  solvency  of  his  company  as  necessarily  to 
control  fire  waste  in  as  large  measure  as  possible.  The  agent  on  the  other 
hand,  whose  income  is  derived  from  commissions  upon  premiums  written,  naturally, 
prefers  high  rates  (which  means  high  fire  hazard)  with  less  regard  to  the  solvency 
of  the  company  than  the  T'nderwriter  on  the  one  hand,  or  the  destruction  of  the 
property  by  fire  than  the  owner  on  the  other. 

Tt  is,  therefore,  imperative  that  the  Government  should  carefully  license 
the  distributors  of  insurance  policies  to  property  owners,  and  should  assure  that 
only  reputable  and  competent  individuals  are  authorized  to  conduct  such  business. 
As   preliminary   to    a    license,    an    agent    should    pass    an    examination    and    give 
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satisfactory  evidence  as  to  his  moral  character.  Commissions  made  contingent 
upon  profits  would  solve  many  of  the  problems  of  fire  waste  in  Canada. 

Incendiarism. — Each  provincial  legislatiire  should  enact  and  enforce  a  fire 
marshal  law  enjoining  official  investigation  of  the  causes  of  all  fires,  with  the  object 
of  suppressing  the  crime  of  arson. 

This  department  should  be  charged  with  the  following  duties:  (a)  Gathering 
statistics  of  fire  losses;  (&)  Investigating  the  causes  of  fires;  (c)  Prosecuting 
cases  of  arson;  (d)  Educating  the  public. 

GOVERXMEXT    COXTROL. 

There  is  little  necessity  for  the  creation  of  new  and  complex  forms  of  admin- 
istrative machinery  or  for  large  expenditures  of  public  money  to  carry  out  a 
programme  such  as  that  suggested.  The  means  of  putting  into  efi'ect  compre- 
hensive fire  prevention  measures  already  exist  and  only  need  co-ordination  and 
direction. 

Provincial  control  of  the  fire-waste  situation  should,  as  far  as  possil^le,  be 
confined  to  the  establishment  of  minimum  requirements,  leaving  local  authorities 
the  right  to  administer  the  laws  through  departments  of  their  own  and  the  power 
to  increase  the  requirements  if  thought  advisable.  By  this  general  control, 
municipalities  would  not  have  their  powers  diminished  but,  in  addition,  the 
provincial  departments  would  give  them  advice  and  assistance. 

Permissive  legislation  such  as  is  embodied  in  existing  municipal  acts  in 
Canada  is  practically  valueless.  Local  ordinances  are  difficult  to  ena':'t,  and  where 
they  exist  are  often  impossible  of  eloforcement.  So  far  as  fire  prevention  and 
protection  are  concerned,  every  building  should  be  under  the  immediate  supervision 
of  the  local  fire  department,  and  that  department  should  be  held  strictly  to  account 
for  existing  conditions. 

Note  by  the  Commissioner:  — 

The  full  text  of  this  Memorandum,  with  explanations  and  acorn  anyiig  comments 
by  Mr.  Grove  Smith  will  be  found  at  Pages  1496  to  1.568  of  the  E  ilence,  Vol.  IV. 
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APPENDIX  No.  7 

MEMOEAXDUM  EE  FiEE  PEEVENTIOX 

,  SUBMITTED   TO  V 

THE  OXTAEIO  IXSUEAXCE  COMMISSIOX 

BY    THE 

J  CANADIAX  MAXUFACTUEEES'  ASSOCIATIOX. 

Among  the  various  means  that  may  be  employed  for  the  better  protection 
of  life  and  property  against  the  hazards  of  fire,  emphasis  is  laid  by  the  Canadian 
Manufacturers'  Association  upon  the  following,  as  coming  within  the  scope  of 
recommendations  which  in  its  opinion  it  would  be  proper  for  the  Ontario  Insurance 
Commission  to  make  for  the  guidance  of  the  Ontario  Government  in  the  latter's 
legislative  programme : 

(1)  There  should  be  prepared  a  standard  building  code,  modelled  after  the 
one  brought  out  by  the  Xational  Board  of  Fire  Underwriters  (Chicago),  but 
suited  of  course  to  conditions  prevailing  in  this  Province,  and  all  municipalities 
within  the  Province  should  be  urged  to  adopt  same,  to  the  end  that  fire-resistive 
building  construction  may  be  encouraged,  that  adequate  exit  facilities  from 
buildings  may  be  assured,  and  interiors  so  designed  and  fire-stopped  as  to  make 
easy  the  extinguishment  of  fires  therein. 

(2)  The  office  of  the  Fire  Marshal  should  be  financed  upon  a  scale  that 
would  permit  of  a  searching  official  investigation  into  the  cause  of  every  fire 
involving  a  loss  of  over  $1,000,  in  order  that  preventable  fires  may  be  eliminated 
by  public  education,  that  gross  carelessness  may  be  discouraged  by  appropriate 
punishment,  and  that  those  guilty  of  arson  may  be  brought  to  justice. 

(3)  All  urban  municipalities  should  be  urged  to  provide  for  systematic 
inspection  of  all  buildings  l)y  uniformed  firemen,  to  ensure  the  vigorous  enforce- 
ment of  rules  for  cleanliness,  good  housekeeping,  and  the  maintenance  of  safe 
and  unobstructed  exits,  fire-fighting  apparatus  and  other  protective  devices. 

(4)  Where  it  is  shown  that  a  fire  has  occurred  from  causes  that  might 
easily  have  been  prevented,  the  cost  of  extinguishing  same  should  by  by-law  become 
a  charge  against  the  citizen  who  has  disregarded  fire  prevention  orders.  Legal 
recognition  should  be  given  to  the  common  law  principle  of  personal  liability 
for  damage  resulting  from  fires  due  to  carelessness  or  neglect. 

(5)  The  wider  use  of  the  automatic  sprinkler  as  a  fire-extinguishing  agent 
and  life-saver,  and  the  more  general  adoption  of  the  fire  division  wall  as  an 
important  life-saving  exit  facility  should  both  be  encouraged  in  some  practical 
manner  beyond  the  incentive  offered  by  lower  rates  of  insurance. 

(6)  A  technical  survey  should  be  made  of  every  urban  municipality,  by  a 
staff  of  competent  engineers  acting  under  the  direction  of  the  Fire  Marshal, 
for  the  purpose  of  determining  the  adequancy  and  reliability  of  the  water  supply, 
of  reporting  upon  the  efficiency  of  the  fire  department,  of  ascertaining  whether 
the  fire  alarm  systems  are  sufficient  and  in  good  working  order,  and  of  pointing 
out  and  guarding  against  the  dangers  of  conflagration.  Through  this  agency 
neighbouring  municipalities  should  be  encouraged  in  the  important  duty  of 
rendering  mutual  aid,  when  required,  and  to  this  end  it  should  be  seen  that 
hose  couplings  are  standardized. 
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(7)  Just  as  the  transportation  of  inflammable  liquids  and  explosives  is  safe- 
guarded under  rules  approved  by  the  Board  of  Railway  Commissioners,  so  the 
storage  and  use  of  those  commodities  should  be  regulated  by  municipal  by-laws 
of  a  uniform  character,  drafted  under  the  advice  of  competent  engineers. 

(8)  Smoking  should  be  prohibited  by  statute  in  all  parts  of  factories,  indus- 
trial and  mercantile  buildings,  except  such  rooms  as  may  be  especially  approved 
for  the  purpose  by  Fire  Deparfments. 

(9)  School  children  and  the  public  generally  should  be  educated  to  careful 
habits  regarding  the  use  of  fire. 

(10)  AH  artisans  engaged  in  the  installation  of  heating  apparatus  or  electric 
wiring,  and  all  artisans  following  an  occupation  which  involves  the  use  of  charcoal 
-fires,  gasoline  torches,  or  similarly  hazardous  appliances,  should  be  required  to 
.become  licensed,  and  to  undergo  a  qualifying  examination  before  receiving  their 

license. 


Toronto.  October  10th,  1917. 


(Sgd.)  G.  M.  Murray, 

Secretary. 
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APPENDIX   No.   8 

COPY. 

To  His  Lordship, 

The  Honourable  Cornelius  Arthur  Masten, 
Commissioner. 

Honourable  Sir, 

May  it  please  your  Lordship, 

The  Dominion  Association  of  Fire  Chiefs  at  their  recent  Annual  Meeting 
held  at  "Windsor,  Ontario,  August  8th  to  11th,  by  resolution  appointed  their 
Legislative  Board  comprising  the  following: — 

Fire  Chief  John  E.  Keys.  Gait,  Ontario ;  Fire  Chief  A.B.  Ten-Eyck.  Hamilton, 
Ontario:  Fire  Chief  W.  J.  Smith,  Toronto,  Ontario;  and  Fire  Chief  W.  A  Howard, 
Peterborough,  Ont.,  Chairman,  a  committee  to  wait  upon  your  Lordship  with 
reference  to  certain  clauses  set  forth  and  stipulated  in  the  announcement  published 
in  the  Moneiarij  Times,  page  33,  bearing  date  the  23rd  day  of  August,  1916, 
over  the  signature  of  your  Lordship,  and  more  particularly  to  Clause  "  D "  of 
the  said  Article. 

1.  We  deplore  the  awful  fire  waste  of  this  country  and  believe  it  to  be, 
among  other  things,  one  of  the  contributory  causes  of  the  prevailing  high  rates 
of  insurance. 

2.  We  also  deplore  the  prevalent  practice  of  what  is  termed  by  us  as  ^'  over- 
insurance." 

3.  The  looseness  with  which  Fire  Insurance  business  is  being  conducted  by 
certain  insurance  agents. 

4.  The  apparent  inditference  on  the  part  of  certain  Municipal  Boards  having 
control  of  the  Fire  Departments  of  certain  cities  and  towns. 

5.  The  lack  of  legislation  to  govern  the  following,  among  other  things: — 

(A)  To  prohibit  the  accumulation  of  combustible  rubbish  in  and  about 
congested  districts  of  cities  and  towns. 

(B)  To  create  and  maintain  certain  restrictions  in  connection  with  the 
erection  of  all  classes  of  buildings,  having  regard  to  the  prevention  of  fire. 

(C)  To  place  the  control  of  Fire  Departments  in  cities  and  towns  in 
TJic  hands  of  an  independent  local  commission,  consisting  of  not  more  than 
three  members. 

(D)  Debentures.  The  amendment  of  the  present  Act  governing  Munici- 
pal Institutions,  R.D.O.  Chapter  129,  Section  407,  to  read  '^$25,000" 
instead  of  "  $5,000."  and  also  making  the  Act  applicable  to  cities  as  well 
as  towns  and  villages. 

(E)  The  levying  of  a  tax  by  each  and  every  Municipality  having  a 
population  of  5.000  and  upwards  (similar  to  the  Public  Schools  Act),  for 
the  purpose  of  equipping  and  maintaining  a  standard  and  efficient  Fire 
Brigade. 

(F)  To  compel  every  Municipality  having  a  population  of  5,000  and 
upwards  to  maintain  a  Fire  Brigade  of  certain  given  standard  and  also  a 
cvstem  of  waterworks. 
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(G)  To  proliibit  the  laying  of  water  niaijis  in  cities  and  town.s  below 
a  given  size. 

(H)  To  establish  the  recognized  standard  of  P^  threads  to  the  inch 
for  Fire  Hose  couplings,  Fire  Hydrant  nipples,  and  other  lighting  appliances 
requiring  the  u?e  of  screw  threads. 

(I)  The  establishment  of  a  lire  prevention  Ijureau  for  the  Province 
of  Ontario,  similar  to  those  of  Xew  Yoik  City,  Boston,  and  other  large 
American  centres. 

All  of  wdiich  is  respectfully  submitted, 

I  have  the  honour  to  be,  Sir, 

Your  obedient  servant, 

(Sgd.)     W.    A.    HOWAKD. 

Chairman   Lefjishilirc  i  ommitiee, 
Dominion  A^-^ci^ldHott  of  Fire  Chiefs. 

Toronto,  August  29th,  1916. 
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